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Prospects in Europe 


Boo of the loss of access to world markets through trade barriers |. 
and the decline in Commonwealth preference during the past two 
decades, much of British industry has turned to Europe because it is the 
only major market in the world that is potentially open to it without 
tariff, quota, or other restrictions. Europe is not only faster growing than 
the other large market, the USA, but it is nearer; quite apart from the fact _ 
that the USA is tending to become increasingly protectionist. 

It is from such considerations as these that the new Political and 
Economic Planning study Industry and Europe ({£1°50) by Christopher 
Layton, in collaboration with Y. S. Hu and Michael Whitehead, concludes 
that ‘joining the European Economic Community provides the best 
political guarantee of permanent and secure access to the rich EEC 
market and hence the confidence required for investment planning and 
intensive export drives’. 

According to the authors, the full economic benefits of a single European 
economy will only come as the European market becomes homogeneous, 
i.e. a single market in tastes and standards. Once such markets exist, 
assert the authors, the full benefits of scale can be realized. Furthermore, 
they provide the opportunity to launch new products profitably and fast. 
Such advantages, combined with greater security for exports to Europe, 
will enhance the attraction of Britain as a location for investment. 


Against this assessment of advantages from membership, the PEP study 
examines the probable impact upon a sample of British companies. Clear- 
cut answers concerning the future are impossible. At best, observe the 
authors, they have derived from their study ‘a little more understanding 
of the process of change’ which membership will entail. 


The first and in some ways most interesting of their conclusions is that, 
contrary to the: belief of many critics of entry, joining the EEC will not, 
by virtue of balance of payments difficulties, impose an overall constraint 
upon growth, largely because exchange rate adjustments will be practicable. 
A close scrutiny of the prospects of major companies and industries sug- 
gests that entry into the Common Market should cause manufacturing 
output to be at least 5 per cent higher by the end of this decade than it 
would be if Britain remained outside. 

Much of the report is concerned with an appraisal of the prospects of 
individual industries, and the major companies in those industries, if 
Britain joins the EEC. Of the coal industry, the authors observe that 
Britain has the strongest industry in Europe and membership offers the 
possibility of an increase in exports which could markedly improve the _ 
Coal Board's profitability. The report is even more optimistic concerning 
the future development of the vehicle industry. It largely shares the 
optimistic expectations of the Society of Motor Manufacturers agd 
"Traders that, within five years of entry, the net balance of payments in 
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vehicles and components could be some £200-£300 million 


better than if Britain remains outside the Market. 

For the chemical industry the early effects of member- 
ship, at least in some sectors, will not be easy, due not least 
to price cutting and increased competition. In the field of 
synthetic fibres the authors conclude that membership of 
the EEC is unlikely to be of immediate benefit to British 
producers, while fertilizers appear to be a vulnerable sector. 
However, it is likely that some assistance to the chemical 
industry will be derived from increased investment by UK 
companies in the EEC. 

In the computer field much depends on the possibility of 
` the formation of a European computer group which would 
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match the rationalization of research and development in 
the American IBM company. Prospects for heavy electrical 
plant producers depend on the opening up of currently 
protected European markets, and this is unlikely to occur 
before the middle of the decade. - 
The authors concede that many of their figures are no 
more than ‘guesstimates’, but if these are accepted, there 
are good reasons for believing that the benefits to British 
manufacturing industry will outweigh' the likely adverse 
economic consequences of the common agricultural policy. 
As a contribution to the current debate this study has more 


‘to commend it than much that has been said in public 


on the same subject. 





Policy on Mergers 


N the eyes of many industrialists, politicians have an 

almost obsessional interest in industrial monopoly, except 
where it 1s government-operated and for some reasons, 
not always self-evident, it can be assumed that it does not 
constitute a threat to consumers. 

In modern society, however, the plain fact is that 
industrial technology is encouraging large firms to grow 
bigger and this is usually done most simply by absorbing 


or merging other units in the same industry. On the other 


hand, the economic factors which encourage amalgamations 
often fall foul of the human factors involved. It is hardly 
surprising, therefore, as a new study by the Industrial 
Policy Group entitled Merger Policy (sop) notes, that 
historically perhaps one in three have proved to be failures. 
The basic problem, as seen through the eyes of the 
Industrial Policy Group, is that governments should not 
curtail mergers on grounds other than those strictly con- 
cerned with the preservation of competition. Instead of the 
Monopolies Commission extending the scope of its inquiries 
over a wide range of matters, the IPG take the view that 
the Commission's assessment should be based on one 
single question. This is whether ог not the merger is likely 
to restrict competition unduly. There may well be, as the 
IPG concedes, other and related questions which merit 
inquiry, but these should be left to other government 
departments or agencies and not the Monopolies 
Commission. 

In its latest paper, the IPG is concerned not to examine 
the case for and against monopoly as such, but rather to 
.consider to what degree government should intervene 
to prevent monopolies being created through mergers. 
As the paper points out, many mergers are defensive in 
chasacter and are concerned not so much with maximizing 
profits as with the provision of security against encroach- 


_ potential, 


ment by other firms. On the other hand, the increase of 
profits is not the only legitimate reason for mergers. There 
may be sound technological considerations; there may be 
social as well as financial considerations in terms of provid- 
ing grezter stability of output and employment. 

The IPG is emphatic that the merger is an integral 
part of a vigorous competitive system and it is not possible 
to prescribe in advance any model or ideal course of events 
likely to produce a successful merger. Nor can it be assumed 
that outside intervention, especially by government, is 
likely to improve upon choices made by the industrialists 
concerned. To take the extreme case of a goyernment- 
sponsored merger, this is one which, by definition, would 
not normally have occurred by virtue of economic factors. 

"There is, in short, no simple answer to the problem posed 
either by the prospective merger and its monopolistic 
or the question how government can best 
regulate industrial affairs to ensure the best of both worlds, 
i.e., a competitive economy and technological development.. 

In recent years there has been a new type of industrial 
concentration, that of the conglomerate. The IPG contends 
that size per se does not necessarily endanger competition, 
nor is there evidence to suggest that, in general, big 
companies are increasingly dominating industry. On the 
latter point one may reasonably ask what is meant by 
‘dominating’. The conglomerate, according to the IPG 
study, imposes upon its managers a very wide range of 
technical, commercial and financial problems, but there 
are no obvious grounds for assuming that proposed con- 
glomerates will erode competition. 

The :РС recognizes that mergers may give rise to short- 
term disadvantages involving the re-allocation of labour 
and capital. It emphasizes that over-concern with the 
implications of redundancy may lead to the very real merits 
of such redeployment arising from the merger to be over- 
ridden. On the other hand, can the Monopolies Commission 
really be expected to ignore such wider considerations in 
evaluating the merits of a proposed merger? Is it sensible 
or even practicable to involve other government а 
in the discussion of such matters? 
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Close Vote on Subscriptions 


EW subscription scales for mem- 

bers of The Institute of Chartered 
Accountants in England and Wales 
were narrowly approved at last Thurs- 
day’s special meeting of the Institute, 
reported on another page. Little 
more than a quarter of the Institute’s 
total membership voted, the result of 
a poll taken at the meeting being: 

For the 








resolution 8,642 68.57 рег cent 
Against 3:959 31.43 per cent 
12,601 100.00 per cent 








The resolution, as involving changes 
to the Tnstitute's bye-laws, required a 
two-thirds majority. 

Criticism of the resolution centred 
mainly upon the disregard of pros- 
pective rental income from the Insti- 
tute's surplus accommodation in 1972, 
upon the present differentials in the 
subscription scale and upon the ser- 
vices which certain categories of 
members, particularly those overseas, 
were receiving from the Institute. It is 
now known that the Institute will be 
receiving rentals of the order of 
£73,000 per annum with effect from 
January ist, 1972, which in itself 
would suffice to turn the estimated 
deficit into a surplus. 

The President, Mr A. H. Walton, 
F.C.A., emphasized that it was abso- 
lutely vital for the Institute’s accounts 
to show a surplus in 1972. He was 
supported in this by Mr C. C. 
Taylor, Е.С.А., a member of the 
Council, who said that the Institute’s 
liquid resources needed rebuilding and 
that members should not shy away 
from a healthy surplus. 

The new subscription rates, as 
detailed in The Accountant for Sep- 
tember gth, will take effect from 
January Ist, 1972. 


Liquidators in Triplicate 


ESPITE strong opposition from 
shareholders present at Monday’s 
meeting of Rolls-Royce, massive insti- 
tutional support ensured acceptance 


of the resolution to wind up the com- 
pany. The result of a poll showed 
13:5 million votes in favour of liquida- 
tion, and 651,000 against. 

Three chartered accountants were 
appointed joint liquidators — Mr E. R. 
Nicholson, Е.С.А., the present 
Receiver; Sir William Slimmings, 
C.B.E, С.А., who has been advising 
several of the acceptance houses in- 
volved in the collapse; and Mr K. D. 
Wickenden, F.C.A., representing a large 
number of unsecured creditors. 

It has already been confirmed that 
debenture-holders will be repaid in 
full, with prospects of sop in the £ 
to unsecured creditors. Further dis- 
tributions, including any possibility of 
a return to shareholders, are dependent 
upon the outcome of negotiations in 
respect of assets transferred to the 
Government. 
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Value Added Tax for Italy 


IS part of a far-reaching reform of 
the entire Italian tax system, a 
Bill now before the Italian legislature 
provides for the introduction of value 
added tax with effect from January 
1st, 1972. It will take the place of a 
number of other taxes, the most 
important of which are the general 
turnover tax, import duties and various 
municipal taxes on consumer goods. 
The standard rate of tax will be 12 
per cent, reduced to 6 per cent for 
certain categories such as 'basic neces- 
sities', books and newspapers, public 
entertainments, hotel services and 
scientific apparatus. 
items, not yet specified, may attract an 
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Certain other | 


enhanced rate of 18 per cent. Sales of | 


land, services ‘of outstanding cultural 
or social benefit and exports are 
amongst the transactions likely to be 
tax-exempt. : 
All companies or persons liable for 


VAT will be required to keep registers - 


of their sales and purchases, indicating 
the relevant. amount of tax due or 
deductible. A return of each month's 
transactions will be required by the 
25th day of the following month. 





A reception for members and their ladies attending the 1971 UEC Study Conference was held 
at Chartered Accountants' Hall on Monday evening. Mr A. H. Walton, F.C.A., President of the 
English Institute and President of the Conference, expressed the pleasure of the host country 
that so many delegates and their ladies had come from the Continent to attend the conference, 
and the Rt Hon. Reginald Maudling, P.C., M.P., the Home Secretary, in a short speech of 
welcome, said that co-operation between members of the accountancy profession in Europe 
was a good augury for the greater co-operation between the United Kingdom and the courttrees 


of Europe if Britain joined the EEC. 


Retirement of 
Mr W. E. Parker 


R WALTER EDMUND 
PARKER, C.B.E, F.C.A., senior 
partner in the firm of Price Waterhouse 
& Co, and a Past-President of The 
Institute of Chartered Accountants in 
England and Wales, last week an- 
nounced his retirement from practice. 
Не was admitted to membership of the 
Institute i in 1931, and was a member of 
‘its Council from 1957 to 1969. 
_ The first holder, in 1966-67, of the 
‘newly-created post of Deputy Presi- 
‘dent of the Institute, Mr Parker 





‘succeeded to the Presidency in the 
following year, at a particularly diffi- 
cult time in Institute affairs. Few will 
forget the firmness, the dignity, and 
the unruffled composure which ће 
maintained throughout the turbulent 
annual meeting of 1968 (The Account- 
ant, June 1st and rsth, 1968). His 
natural courtesy and good humour 
made the more telling his gentle 
rebuke to one persistent member: ‘I 
¿seem to have difficulty in making 
myself understood by you.’ 

In addition to his many other 
responsibilities, Mr Parker maintained 
a close interest in the training of 
articled clerks. He was for five years 
president of the Chartered Account- 
-ant Students’ Society of London, and 
_was also chairman of the committee on 
_ education and training which reported 
in 1961. His continuing interest in 
professional development is evidenced 
by his appointment to the Board of 
Trustees of the Lancaster Interna- 
tional Centre for Research in 
Accounting. 

One of Mr Parker's last official 
engagements was as chairman of this 
year's Cambridge conference of the 
Institute (The Accountant, September 
16th). Our readers will doubtless 





echo the sentiments of another speaker 
on that occasion, who referred to Mr 
Parker’s truly outstanding services 
to the profession over many years. 

A number of other changes in the 
Price Waterhouse partnership are an- 
nounced on another page. 


Company Statistics 


A attractions of incorporation for 
businessmen and traders are widely 
appreciated. Perhaps not so generally 
known is the extent to which advan- 
tage is taken of this facility. In 1970, 
Over 30,200 new companies were 
registered in Great Britain and their 
total nominal capital amounted to 
£121 million. Both in the number of 
companies and their capital these 
figures represented a substantial in- 
crease over the 1969 figures and there 
were, in the later year, 13 new com- 
panies registered, each with a nominal 
share capital of over £1 million. 

By the end of 1970 there were over 
518,650 registered companies. Of this 
total some 15,400 were public com- 
panies and the remainder, more than 
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half a million, were private. The num- 
ber of public companies with a share 
capital was 10,270. Between 1961 and 
1970 there has been a 34 per cent 
increase in the total number of com- 
panies registered, but the annual 
growth rate has significantly slackened 
since 1966. 

As anyone concerned with the regis- 
tration of new Companies knows, 
names can be a problem. Between 
1948 and 1967 the Department of 
Trade and Industry (to give it its 
current name) refused to register 
nearly 19,000 companies in the name 
originally submitted because the names 
were considered undesirable. Of this 
total, some 13,200 were refused on 
ground of similarity with names al- 
ready on the register. 

These data, culled from the annual 
report prepared by the Department of 
Trade and Industry entitled Companies 
in 1970 (HMSO, 32p), as required by 
the Companies Act, section 451, are 

only a part of a considerable range of 
interesting statistics relating to com- 
pany registration and liquidation over 
the period 1961—70. 


irish Institute's Administrative Changes 


HE first moves have now been 

made by The Institute of Chartered 
Accountants in Ireland in re-structur- 
ing the Institute's secretariat. Mr 
Roger F. Hussey, B.E, at present 
Director of the Irish Heart Founda- 
tion, becomes Director of the Institute 
on November 15th; Mr Robin 
Donovan, B.A., B.COMM., F.C.A., who 
became Secretary of the Institute in 
1966, continues in this position and 
also takes up the new post of Head of 
Membership Services and Public Re- 
lations, and Mr Ben Lynch, А.С.1.5., 
who joined the Institute as Assistant 


Mr Roger Hussey 





Mr Robin Donovan 


Secretary in 1960, becomes Head of 
the Education Department. It is 
hoped to make a further appointment 
shortly of an experienced chartered 
accountant as Head of the Technical 
Department. 

The announcement of these new 
appointments means that considerable 
progress has been made in the building 
up of a modern and efficient adminis- 
trative structure which can best serve 
the interests of members, and it is an 
important step towards the re-shaping 
of the accountancy profession in 
Ireland. 





Mr Ben Lynch 
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Invisible Earnings 


HE Committee on Invisible Earn- 

ings has been active in demon- 
strating the contribution made by 
invisible earnings to the nation's 
balance of payments (The Accountant, 
June 24th) Not merely is Britain 
second anly to the USA in gross 
earnings in respect of services, royal- 
ties, interest and dividends, but those 
earnings have also shown a persistent 
surplus over imports. 

The Committee's own efforts to 
analyse the nature and scale of in- 
visible items in the balance of pay- 
ments account have recently been 
supplemented by a study of the same 
subject from the Economists’ Advisory 
Group. This reports that a substantial 
part of total earnings relate to sales of 
technology and countries with a strong 
technological background tend both 
to sell their technology abroad and to 
specialize in the export of research- 
intensive products. 

The United States is by far the 
largest exporter of technology but 
British receipts from this source are 
more than double those of West Ger- 
many. Not surprisingly, transactions 
in this field, especially on the export 
side, are very heavily concentrated on a 
small number of firms. 

For firms and businessmen anxious 
to earn foreign income in this field the 
Committee on Invisible Exports has 
prepared, in collaboration with the 
Department of Trade and Industry, a 
new Guide to Government Help for 
Invisible Exporters, which is available 
free from the Committee. 


Accounting Standards 
in South Africa 


кеч of Intent recently 
issued by the National Council 
of Chartered Accountants (SA) stresses 
the importance of a sound system of 
financial reporting, and recognizes the 
duty of the profession to develop and 
define reporting standards. The Na- 
tional Council is therefore producing 
a series of statements which will 
ultimately form the corpus of sound 
accounting principles, certain of which 
will be made mandatory if this is 
considered beneficial. 

Two exposure drafts have been 
issued by the National Council’s 
Accounting Principles Committee, for 
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At the Certified Accountants Women's Society's annual dinner held at The Sir Christopher 
Wren, London EC4, last Friday. Left to right, Miss Muriel І. Simpson, A.C.C.A., А.Т.1.1., Chairman 
of the Society, with the Association's Vice-President, Mr A. W. Nelson, F.C.C.A., F.C.I.S., and 
Mrs Nelson. Well over 60 members and guests were present who were welcomed in a short 
speech by Miss Simpson, to which Mr Nelson responded. As a break with tradition, the com- _ 
pany was later entertained by the Barrow Poets. 
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comment by members of the profes- 
sion and others interested in financial 
reporting not later than December 
31st, 1971. The first, dealing with the 
disclosure of accounting policies, fol- 
lows closely the UK Accounting 
Standards Steering Committee pro- 
posals (The Accountant, January 28th), 
on the same subject. The second 
relates to the minimum standard of 
disclosure and presentation in the 
annual financial statements of share 
capital and matters pertaining thereto, 
in which respect South African com- 
pany law is at present deficient. 

The National Council's proposals 
would require disclosure of the author- 
ized share capital, including the num- 
ber of shares of each class, the par 
value and the number of shares issued 
in each class, and the description and 
amount of any shares held by sub- 
sidiary companies or nominees of the 
reporting company. 

Future exposure drafts due for 
release before the end of the present 
year are to deal with reserves, long- 
term liabilities, and bank balances and 
cash. The South African statement 
acknowledges its indebtedness to the 
published work of accountancy bodies 
in other countries, including America, 
Australia, Canada, and the United 
Kingdom. 


Gift for Accounting 
Research 


Е Anei generous contribution’ of 

£10,000 per annum for the next 
то years from the J. Arthur Rank ~ 
Group charity has assured the financial | 
viability of the International Centre | 
for Research in Accounting at Lancas- | 
ter University. As announced in The | 
Accountant for May 13th, Sir Ronald | 
Leach, C.B.E., F.C.A., a Past-President 
of The Institute of Chartered Ac- 
countants in England and Wales and 
chairman of its Accounting Standards 
Steering Committee, has accepted 
office as chairman of the International 
Centre's board of trustees, and Profes- 
sor Edward Stamp, M.A., C.A.(CANADA), 
is to occupy the Chair of Accounting 
Theory. 

Several other distinguished account- 
ants have joined Sir Ronald as trustees 
of the new foundation, including Sir 
Frederick Catherwood, M.A., F.C.A., 
Mr Douglas Morpeth, T.D., B.COM., 


F.C.A, Mr W. E. Parker, C.B.E, 
Е.С.А., and. Sir Basil Smallpeice, 
K.C.V.0., B.COM., Е.С.А., Ј.РІР.М.А., 


together with such other well-known 
public figures as the Rt Hon. Lord 
Kearton, c.B.E, the Hon. David 
Montague, the Hon. Angus Ogfhwy, 
the Rt Hon. Lord Shawcross, and Dr 












-Charles P. Carter (Vice-Chancellor of 

the University of Lancaster). 

< The foundation of the International 
Centre is indicative of Lancaster 

University’s intent to participate ac- 
| tively in furthering the development of 
е profession through teaching, re- 
search and continuing contact. It is 
- intended shortly to advertise for suit- 
le candidates for the post of senior 
research officer of the Centre, and 
ngst projects which may receive 
rity are the following: 


) The effect of inflation on the 
utility of accounts to managers, 
investors and other interested 
. parties. 

)) The nature, purposes and objec- 
tives of published financial ac- 
. counts. 

) Comparative study of the simi- 
"Лашез and differences between 
= reporting principles in the major 
industrial countries. 

























lems of groups and conglomer- 
ates. 


Because the University Grants Com- 
mittee does not provide sufficient 
financial resources for advanced study 
of business professions such as ac- 
countancy, the full potential contribu- 
tion of the International Centre for 


· Research in Accounting will depend in 


great part on the degree of financial 
support and participation that members 
of the accounting profession and of the 
financial community are willing and 
able to provide. 


Maxwell Refused 
Injunction 


HE application by Mr Robert 

Maxwell for an injunction to 
restrain Sir Ronald Leach, С.В.Е., 
F.c.A., and Mr Owen Stable, Q.C., 
from pursuing their investigation into 
the affairs of Pergamon Press and 
ILSC was refused in the High Court 


October 7th, 1971 


last week. Giving judgment, Mr Jus- 
tice Forbes said that the applicant for 
an injunction must establish a strong 
prima facie case to the right claimed; 
the inspectors were eminent men in 
their respective professions, and it 
would clearly be wrong to grant an 
interlocutory injunction without: a 
strong probability that the plaintiff 
would succeed in the main action. The 
investigation had already been pro- 
ceeding for two years, and to grant the 
whole of the relief claimed by Mr 
Maxwell would be tantamount to 
requiring the Department of Trade 
and Industry to appoint fresh in- 
spectors. 

The judge was nevertheless critical 
of certain aspects of the inspectors' 
procedure, and their finding that Mr 
Maxwell was not a fit person to exer- 
cise stewardship or control of a 
publicly quoted company amounted 
to banning him from business,for life, 
without the right of challenge or 
appeal. From the appropriate sections 





(d) Accounting and reporting prob- 














The Waiting Game 


by An Industrious Accountant 


Гр been about a fortnight in my present job when а 
letter came from the local trade union headquarters, 
ddressed to me as company secretary. It explained with 
boured politeness our employees' grievances arising from 
calating living costs, exhaustingly long working hours, 
meagre holidays, and inadequate promotional outlets. A 
prompt discussion, it indicated, would be appreciated. 
I phoned for Prinny, but he'd just departed on a three 
eeks’ boating holiday. His assistant became flurried under 
- questioning; he wasn't allowed to sit in on wage-claim 
conferences, he said, they were classified top-secret, he 
didn't know what was in the files. 
< The chairman grumbled somewhat when advised of the 
onslaught and wore his *up, Guards, and at 'em' expression. 
..He couldn't understand how chaps who'd worked with 
. him for years could become so dashed unsound, he said; 
. probably some rotten communist agitators had got at them. 
Still, there was no point in getting involved prematurely; 
best wait and see if they’d have the cheek to send us a 
reminder. 
The managing director went to Prinny’s private cabinet 
infi extracted some battered old files. They included several 
sheets of pencilled figures unidentified for all practical 














purposes, and some such sporadic jottings as ‘best see J.J. 
tonight’, or ‘settle for 2 bob up on 3rd offer?’ As the sheets 
were neither dated nor numbered consecutively, their 
usefulness as historical procedural precedents was limited, 
especially as some two years had elapsed since our previous 
union struggle. 

Prinny was clearly no record-keeper, no diarist of the 
changing scene, no step-by-step strategist. The MD said 
tersely ‘by guess and by God’, and threw the files back 
again. 

No need to answer yet; just keep your ears close to the 
ground awhile, he counselled me, so І endeavoured to 
obey. In the canteen, on the stairs, in the car park, I made 
skilfully casual approaches, masked by innocuous bonhomie 
to such senior employees as might be thought to be privy 
to the union’s plans. Chatty comments on the disasters 
in the docks, the mess in the motor-works, or the shambles 
in shipbuilding, arising from hasty labour action, were 
dropped as my decoys. 

The employees had been warned also. They wouldn’t 
be drawn. Like Alice’s eldest oyster, they winked their eye 
and shook their heavy head. I wasn’t cut out for a snooper. 

A polite reminder came from the union; we merely 
acknowledged its receipt. Three days later a heavily-built 
character with a shrewd eye arrived to ask for a few words. 
I explained that wage claims weren’t my responsibility 
but Га certainly pass on any message he might offer. 
He answered blandly we'd left him no option; it would be 
‘all out’ on Monday; if that was all right with us it was 
okay by him. Then he left. I moved fast... . 

Nowadays a union letter is answered by a cordial invita- 
tion from Prinny to an immediate talk. Our files are im- 
peccable, our tactics masterly . . . our troubles negligible. 
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of the Companies Act 1948, it was 
clear that inspectors had the power, 
although no obligation, to criticise 
individuals if they felt it to be justified, 
but at that point they ceased to become 
finders of fact and were accusers. He 
referred to the previous Court of 
Appeal proceedings in which Mr 
Maxwell.and other directors of Per- 
gamon had sought certain guarantees 
as to the inspectors’ procedure [The 
Accountant, July 23rd, 1970], and in 
particular to the view of Гога 
Denning, M.R., that before the inspec- 
tors were to condemn or criticise a 
man, they must give him a fair oppor- 
tunity of contradicting or commenting 
upon what had been said against him. 

It та а fundamental rule, said the 
judge, that a man must know the 
precise charge against him before 
being convicted. In the present case, 
the inspectors’ criticisms of Mr 
Maxwell in regard to an alleged false 
statement in an offer document, and 
the improper payment of dividends, 
had not been put to him at all; the 
inspectors should have brought home 





to him their intention to criticise him 
and their reasons for so doing, and 
they could not rely only on the 
general opportunity which Mr 
Maxwell had undoubtedly had to give 
evidence before them, or upon his 
general duty under section 167 of the 
1948 Act to produce information. 
'They should ideally have considered 
first the available evidence and docu- 
ments; secondly, they should have 
formed their tentative conclusion, and 
thirdly they should have put that 
conclusion to the witness. This pro- 
cedure had not been adopted. 

'Though the inspectors had not 
acted unfairly, as that word was 
generally understood, it was possible 
that, at the full hearing of the action, 
the trial judge might find that they 
had failed adequately to direct them- 
selves in natural justice, albeit in an 
area ‘where the landmarks were few 
and the terrain confused’. In his 
lordship's judgment, for the inspectors 
to have sent a draft of their report to 
Mr Maxwell for comment would have 
been ‘much more than he was entitled 


to’: and if Mr Maxwell would hav 
been. satisfied then with an oppor 
tunity to refute the inspectors' criti 
cisms, it might be asked what injustice. 
he had suffered if he were given an 
opportunity to refute them now. _ 
During the hearing, it was indicate 
that the matter was likely in any ev 
to be taken to the Court of Ap 
and Forbes, J., readily undertook 
grant whatever order was necessar 
a speedy trial; it was important 
the matter should, be disposed 
expeditiously as possible, 
thought it possible that the hea 
the appeal might conceivably 
of all matters in dispute betwee 
parties. Counsel for the inspect 
undertook that, provided notice 
appeal was promptly given and. 
appeal prosecuted with all diliger 
the inspectors would not proceed 
publication of a further repo 
advance of the Court of Appe 
decision. If, however, the matter Ww: 
not promptly proceeded upon, th 
inspectors must reserve the right 
report further. 
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Surplus in 1972 is 'Vita 


Institute's Special Meetin: 


ROPOSING the resolution for a 10 per cent increase in 

subscription scales at last Thursday’s special meeting of 
The Institute of Chartered Accountants in England and Wales, 
= the President, Mr A. Н. Walton, Р.С.А.. said that it was 'ab- 
` solutely vital’ for the Institute's accounts to show a surplus in 
1972, in view of the prospective long-term funding of the 
^: Institute's development loan. 

He apologized for the delay in sending notices of the meeting 
.to members [The Accountant, September 23rd]. Although the 
- date of posting had been determined, in accordance with advice 
-, received, to give a reasonable expectation of the notices reaching 


members by September 8th, this had not in fact been achieved, 


due to exceptional staff difficulties at the post office concerned. 

"The Institute had taken legal advice, and had been informed 
that the meeting could validly proceed. 

Having regard to the procedure for a special meeting, and 
the need for changes in the bye-laws to be approved by the 
Privy Council, there was inevitably a time-lag of three or four 
months before new subscription scales could become effective. 
At the time when it was necessary for the Council to reach a 
decision, none of the property negotiations had been brought 
to a final stage, and the Council had — in the President's view, 
quite rightly — decided to ignore the possibility of rental income 


in computing the prospective out-turn for 1972. He was g 
to announce that agreements had now been ‘all but satisfacto 
completed' in respect of surplus accommodation both at € 
House and at Chartered Accountants' Hall; formal leases wet 
likely to be executed within the next few days, resulting in 
rental income to the Institute of £73,000 from January 1st, 197: 

The resolution was formally seconded by the Deputy 
President, Mr D. S. Morpeth, T.D., B.COM., F.C.A. 


Adverse comparisons 


The first of several critical speeches came from Mr. B. 
Bladen, F.c.a., of Newcastle-under-Lyme, who said that in 

view the resolution left much to be desired. He was critica 

the delay between the Council's decision (taken at its meet 

on August 4th) and the President's letter to members. dat 
September 2nd, and he compared the Council's budge 
procedures adversely with the disciplines which industr 
members had to accept. The Council had had ‘a fair bit of time 

to deal with the property negotiations, and it was sometimes __ 
necessary to take the best offer currently available; industry | 
also had to meet inflation and was susceptible to changes in _ 
government policy, and if industrial accountants were to 1 
prospective rental income as the Council had done, they would 








soon be out of business. Taking into account the rental income 
and the recent fall in Bank rate, he suggested that an amended 
budget for 1972 should show a surplus of £54,000, rather than 
a deficit, and he declared that the motion was ‘totally unaccept- 
able in its present form'. He wished to see more industrial 
members represented on the Institute's finance committee, 
and suggested that the Institute's budget should be submitted 
in draft to presidents of district societies for their comments. 

Replying to Mr Bladen, the President defended the apparent 
delay as a necessary consequence of drafting and printing the 
letter to members after the Council's decision. The rate of 
interest on the Institute's development loan was fixed at six- 
monthly intervals, so that the recent fall in Bank rate would 
not be immediately, effective. The present chairman of the 
finance sub-committee was an industrial member of wide 


P experience, and the Council already included representatives 
_ not only of the district'societies but also with no geographical 
— affiliation. 


Mr C. К. Hornsby, B.A.(ECON.), A.C.A. (London), hoped that 


_ the discontinuance of the Institute's recruitment advertising 
was only a temporary economy measure, as it would otherwise 


. have an adverse effect on membership and subscription income 
_ in future years. The President replied that, on previous experi- 


E ence, advertisement in the national press was not the most 


_ effective method of recruitment; the schools management game 
in particular had been responsible for arousing an increased 
- interest in accountancy and business matters generally. 


D 


_ Differentials queried 


p 


Mr R. S. Zeital, А.С.А. (London), expressed himself ‘com- 


| pletely dissatisfied’ with the services that he was personally 


. receiving from the Institute as a small practitioner. He queried 


_ the present basis of subscription differentials, and asked when 


(the Council's special committee on future policy [The Account- 
ant, October 15th, 1970], expected to report on this subject. 


E ‘Failing an early move by the committee, he invited members 


to join him either in proposing a resolution at the 1972 annual 


E 


meeting or in requisitioning a special meeting with a view to 
| amending the subscription differentials as at present contained 
in the Institute's bye-laws. [A letter from Mr Zeital appears on 


. another page.] 


Mr Halmer Hudson, ғ.с.А. (London), supported the resolu- 


tion. He hoped that an improved public image of accountants 


would be reflected by members taking an enlarged interest in 


| Institute affairs. Chartered accountants should be sought out 
| às a source of newsworthy comment, in place of ‘the phalanx of 
. economists and university lecturers’ whose views were so often 
| heard. He thought the reduction in the Institute's public 
. relations effort had been a mistake. 


One common rate 


[n Mr Е. Н. Seale, r.c... (London), favoured an end to the 


_ present distinction between practising and industrial members, 
. and thought there should be one common rate of subscription 


_ for fellows and one for associates. He was supported in this by 


| 


Mr B. V. Piggott, F.C.A., J.DIP.M.A. (Barnet), who stressed that 


_ all were members of the same Institute, and should receive the 


E 


same literature and the same services. 

Mr J. P. Hobbs, r.c.A. (Retford), showed a strongly partisan 
attitude; the Institute, he declared, was run by and for the big 
firms who did not know t incomplete records were. Except 
for the 1965 corporation tax and capital gains tax booklets, 
which had not been subsequently revised, the Institute had 
completely overlooked some important changes in the tax struc- 
ture, whereas he had been able to obtain some very helpful 
Iiteature from The Association of Certified Accountants. He 
also felt that the views of small practitioners had been 'com- 
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Mr А. H. Walton, F.C.A., President of the Institute, who took 
the chair at the special meeting. 


pletely ignored' in the matter of the ASSC exposure drafts, 
and he would vote against the resolution. Further criticism 
came from Mr S. №. Kaul, A.C.A. (London), who spoke of dis- 
crimination against overseas members; they were unable, he 
said, to participate in many of the Institute's services, and were 
subjected to a form of 'taxation without representation'. 

Mr K. L. Rosenvinge, Е.С.А. (London), said that he had come 
to the meeting with an open mind, and having read the papers 
he felt that there might be a good case for an increase. Whilst 
previous deficits might have been due to failings in management, 
he had personally been convinced by the President's assurances 
of improved budgetary control and other procedures, and he 
would vote in favour. Without such improved control pro- 
cedures, members would be pouring money into a bottomless 
pit. 

Mr P. C. Hogan, r.c.^. (London), inquired whether members 
were really being asked to vote on a surplus of £140,000 - this 
being his estimate of the combined effect of the subscription 
increases allied to rental income and a reduction in rates of 
interest. The President said in reply that the 1972 out-turn 
might be of this order if everything was favourable, though 
he personally would not endorse that specific figure. The 
President was supported from the floor by Mr C. C. Taylor, 
F.C.A. (Liverpool), who hoped that members would not shy 
away from a healthy surplus. The Institute's liquid resources 
had been seriously depleted since 1969-70, and needed 
rebuilding. 


Small attendance 


About roo members were present during the meeting, and a 
show of hands revealed approximately 5 to 1 in favour, with a 
few abstentions. The President then formally demanded a 
poll, the result of which was declared a few minutes later as: 
For the resolution : 8,642 
Against 3,959. 
He therefore па the resolution carried by the requisite 
two-thirds majority. 
A well-deserved vote of thanks to the President was proposed 
from the floor, and carried by acclamation. 





UEC Study Conference in London 


CCOUNTANTS from 19 countries gathered at Chartered 

Accountants’ Hall, London, on Monday of this week for 
this year’s International Study Conference of UEC. The 
conference theme — "The development of the accountancy 
| profession and practice in Europe in the 1970s’ — was both broad 
and topical, and provided participants with a far-reaching 
field of discussion. 

The conference proceedings during the week were conducted 
jointly in three languages — English, French, and German – with 
discussion groups organized as far as possible on a language 
basis. The programme provided for five discussion sessions at 
which every group would have the opportunity to discuss all 
the papers, followed by reports in plenary session today (Thurs- 
day) and tomorrow. We reproduce below a summary of the 
conference papers. 

e. 


Recent developments in the profession 


The subject of ‘Recent developments in the profession’ pro- 
vided Mr J. Е. Shearer, О.В.Е., F.C.A., with a particularly wide 
field of discussion. His paper fell into two parts, of which the 
first covered education, training, professional ethics, and 
independence, and the latter the freedom of accountants to 
provide services within the member countries of UEC. 

There had been for some years, said Mr Shearer, a universal 
trend towards the creation of larger business enterprises. In 
addition to mergers between companies in the same country 
and the large sums invested in setting up business or acquiring 
shareholdings abroad, the ‘international company’ had already 
arrived. Such companies were constrained by the multiplicity 
of regulations of each country in which they operated, and 
which hindered the development of efficient international trade. 
The creation of a ‘European company’ would solve many of 
these difficulties, but there were practical problems to be over- 
come before this could be done. 


Universal principles 


Difficulties were accentuated by the present divergencies in 
‘accounting usage and terminology between countries, although 
“these did not extend to fundamental concepts of financial 
: reporting and control. By studying the differences in accounting 
and audit practice, and by making greater contact with ac- 
countants in other countries, the profession could work towards 
a clearly formulated set of principles which would be understood 
and accepted throughout Europe, so that the content of financial 
‘statements would be universally understood and reliable 
«comparisons could be made between companies, either within 
the same country or outside it. 
He compared and contrasted the present requirements in 
_ UEC countries for professional qualification; most countries 
required at least the possession of a recognized school-leaving 
certificate (in several cases a university degree) followed by a 
"minimum period of practical experience and the passing of 
professional examinations. There were, however, a number of 
: detail differences, and in Italy and the Netherlands (as also in 
the USA) it was possible to obtain an accountancy qualification 
by attendance at university only, without any practical experi- 
ence. In some countries, the practical experience requirement 


had formerly been ten years or more, but it was now more usua 
to find a period of three years for university graduates and up 
to six years for others. m 

Some accountants tended to look on qualification as the ul 
mate end, when in fact it was only the beginning. There was 
constant need for post-qualification specialized training, ај 
interchange of personnel between different branches of th 
profession and between different countries. The cost of such 
facilities was high, but was essential if the profession was to 
kept alive. D 

Professional independence, in Mr Shearer's view, was a sta! 
of mind and not a matter of legal definition. In some countri 
auditors were appointed for a long period to emphasize 
independence from the board of directors and to p 
continuity, whereas in others it was an annual appoint 
emphasizing the ability of shareholders to make a change 
so desired. In most UEC countries, an accountant 1s 
allowed to audit a company in which he himself, or any of 
partners or employees, is otherwise involved. 





Mutual recognition 


Dealing with the freedom to provide services, Mr She 
reminded the conference that the Treaty of Rome imp: 
obligation on the Council of the Common Market to woi 
the mutual recognition of diplomas, certificates and 
qualifications. At present, many countries required for: 
accountants either to take their own examinations and beco 
a full member of the Institute of the host country, or to pi 
their competence by reference to their own national qualificati 
These were reasonable restrictions, providing that recogniti 
of the latter was not unreasonably withheld. 
Further restrictions were sometimes encountered, howe 
including the exclusion of non-nationals, prohibition of partne 
ships between residents and non-residents, and examination 
the local language. The conference should recognize the con 
of ‘collective responsibility’, since firms of accountants ser 
international clients could be expected to have amongst 
partners and staff sufficient expertise without necessarily r 
quiring each individual to have such knowledge. In some 
countries, where the standards of the national profession w 
too low to enable their members to be automatically recognize 
in countries with a highly developed profession, UEC m 
encourage and help the profession to improve itself. - ; 



















The modern audit | 
The paper presented by Mr P. С. Corbett, F.c.a., on “Auditing 
in the 1970s — modern techniques’ was limited in two directio 
At one end of the scale, it was not concerned specifically : 
EDP audit techniques, which would be the subject of a sepa: 
paper; nor, at the other, did it purport to deal with 'the butch 
who keeps all his invoices, vouchers and paid cheques on o: 
meat-hook'. As Mr Corbett said, there is still only one way to 
deal with him — check everything you can lay your hands on, 
and forget about sophisticated audit techniques! = = 
Mr Corbett suggested that the concept of a two-tier audit 
might be developed during the 1970s — namely, the finaffcml | 
audit and the management or operations audit. The first . 











_ would be directed to forming an opinion as to whether the 
. accounts presented a true and fair view and ensuring that 
"statutory requirements had been complied with; the second 
. might include a review of the company's performance, either 
internally against the company's own standards or externally 
against available statistics, and reviews of management per- 
ormance and techniques. He referred to the growing interest in 
_ profit projections, and thought it likely that auditors would be 
_ pressed to consider, on behalf of the shareholders, the comments 
_ made by the chairman in his annual statement. 

Mr Corbett dealt with his general approach to systems 

Xamination, the use of flow-charts as the only satisfactory 
method of recording any but the most straightforward systems, 
othe part that detailed vouching plays in audit activities. 
examined the extent of audit checks and statistical sampling, 
l stressed that, whilst it had long been recognized that it 
ould not normally be'necessary to check the whole of a series 
transactions in order to be satisfied with the reliability of the 
recording process, a sample must be established as being repre- 
sentative of the whole. 
Selection of a sample had previously borne little regard to 
tatistical theory, and had commonly been expressed only as 'so 
many weeks’ or months’ transactions’. The size of the sample 
as also critical, and he demonstrated that, whilst an increase in 
sample from тоо to 200 items might increase the degree of 
fidence from 87 to 98 per cent, it would be necessary to 
ease the same sample from 200 to 400 items to increase the 
gree of confidence from 98 to 99:9 per cent. In practical 
$, it might be thought that the further increase in the 
ple was not worth while. 

a postscript to his paper, Mr Corbett called members’ 
ention to the judgment in the Pacific Acceptance case [The 
титат, June roth], in which the court referred to the 
pted audit techniques of reliance on the system of internal 
| and the practice of checking samples in depth. These 
ern procedures called for more sophistication and higher 
tandards on the part of those who performed the work. 


































zomputer problems 


Mr.C. Н. Bailey, r.c.4., dealt with the particular problems of 
Computer auditing in the 1970s. It was no longer unusual for an 
. auditor to find that at least some part of his client's records was 
_ ‘processed on a computer either owned or leased by the client or 
_by a computer service bureau, In this connection he referred to 
wo statements by the Council of the English Institute and now 
orming part of the Members’ Handbook ~ U 14 ‘Internal Control 
n а Computer-based Accounting System’ and U 15 "The Audit 
f Computer-based Accounting Systems' [The Accountant, 
: December 11th and 18th, 1969]. 
The basic principles of an audit would not be changed as a 
It of changes or developments in the power of EDP in- 
llations; the auditor must still ensure that adequate controls 
were exercised over the operation of the system, and must 
levise techniques to satisfy himself that these controls were 
erating satisfactorily. Mr Bailey summarized several aspects 
f control which would become increasingly important, includ- 
ng checks that only authorized programs were being run and 
at the operation of one program did not interfere with the 
orage area or files of another. He also described special audit 
techniques which fell broadly into three categories: 


(1) Computer audit programs which could be used to extract 
information for the purpose of balance sheet information 
and to re-create a visible trail on a test basis. 

(2) Test packs to ensure that the client's programs would deal 
correctly with data which they were likely to receive. 

(3) The processing or reprocessing of programs in day-to-day use. 

"Резе techniques would enable the auditor to carry out his 
duties more expeditiously than by ‘auditing round the computer’. 
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To become technically competent to handle the general run 
of EDP applications, the scope of an auditor's training must 
include the principles and techniques of EDP and the approach 
to computer auditing. Suitable training courses were already 
run by the larger auditing firms and by some professional 
bodies. All auditors within the foreseeable future would need 
to have a practical knowledge of computer systems and the ten 
years to 1980 were a very long time when measured against an 
industry which, in its practical application to accounting, had 
only been in existence for about 15 years. 


Management consultants 


In his paper on "The provision of management consultancy and 
other services for clients’, Mr Е. Clive de Paula, c.B.E., T.D., 
F.C.A., J.DIP.M.A., set out to consider the part played by ac- 
countants in providing management consultancy and other 
services as an extension of their primary activity. These de- 
velopments in turn might affect the structure of the accountancy 
profession, and his paper was also designed to provoke dis- 
cussion of some of the problems arising from the accountant's 
progression along the path from auditing through the provision 
of advice on systems and from there to being management 
auditors and business advisers. 

Management techniques could not operate in a vacuum. То 
be effective they must be used within an effective organization 
which among other things made the best use of its man-power. 
The larger the organization, the more complex the personnel 
problem would become. Closely linked with problems of 
organization and personnel was that of ensuring that managers 
do in fact manage. The chief executive in a large business would 
need assistance in carrying out the necessary detailed investi- 
gations, even if he could not delegate his responsibility, and the 
accountancy profession should be able to provide the help which 
he needed. 

Computer management was fundamentally no different from 
management of any other complex production operation. One 
danger which must be avoided was that of excessive emphasis on 
technical skills whilst ignoring the essential requirement that 
data processing specialists must be an integral part of the 
management team. The role of the consultant must be to de- 
velop an efficient management structure and to make available 
systems analysts and programmers to assist clients over short- 
term problems. - 

Mr де Раша outlined several other areas in which account- 
ants should be able to give additional assistance to their clients — 
for example, liquidity problems and cash flow, product planning, 
corporate planning, certain aspects of mergers and acquisitions, 
planning and management of international company activities 
and in areas where profit could not be used as the criterion. To 
widen its range of services, a professional firm would need to 
include many people who were not accountants if the firm 
were to provide a high-quality service in each of its different 
functions. 


Wider range 


At present, the main services provided by the accountancy 
profession comprise audit for shareholders, taxation advice, 
systems advice and liquidation work. The needs of clients, he 
suggested, would in future broaden into demands for a wider 
business audit, matching the company’s performance against 
external standards, and for more broadly based business advice 
of the kind now provided by management consultants and others. 
Within the United Kingdom, the Management Consultants 
Association recognized six specific fields of consulting activity ~ 
company development and policy formation, production, 
marketing, finance and administration, personnel and manage- 
ment information systems. Mr de Paula asked his audience 
whether any of these could safely be ignored by accountants. 


. 
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CURRENT AFFAIRS 


THE 


ACCOUNTANT 


Close Vote on Subscriptions 


EW subscription scales for mem- 

bers of The Institute of Chartered 
Accountants in England and Wales 
were narrowly approved at last Thurs- 
day's special meeting of the Institute, 
reported on another page. Little 
more than a quarter of the Institute’s 
total membership voted, the result of 
a poll taken at the meeting being: 

For the 








resolution 8,642 68.57 per cent 
Against 3,959 31.43 per cent 
12,601 100.00 per cent 








The resolution, as involving changes 
to the Institute’s bye-laws, required a 
two-thirds majority. 

Criticism of the resolution centred 
mainly upon the disregard of pros- 
pective rental income from the Insti- 
tute’s surplus accommodation in 1972, 
upon the present differentials in the 
subscription scale and upon the ser- 
vices which certain categories of 
members, particularly those overseas, 
were receiving from the Institute. It is 
now known that the Institute will be 
receiving rentals of the order of 
£73,000 per annum with effect from 
January ist, 1972, which in itself 
would suffice to turn the estimated 
deficit into a surplus. 

The President, Mr A. H. Walton, 
F.c.A., emphasized that it was abso- 
lutely vital for the Institute’s accounts 
to show a surplus in 1972. He was 
supported in this by Mr C. C. 
Taylor, Е.С.А., a member of the 
Council, who said that the Institute's 
liquid resources needed rebuilding and 
that members should not shy away 
from a healthy surplus. 

The new subscription rates, as 
detailed in The Accountant for Sep- 
tember 9th, will take effect from 
January 156, 1972. 


Liquidators in Triplicate 


B strong opposition from 
shareholders present at Monday's 
meeting of Rolls-Royce, massive insti- 
tutional support ensured acceptance 


of the resolution to wind up the com- 
pany. The result of a poll showed 
13:5 million votes in favour of liquida- 
tion, and 651,000 against. 

Three chartered accountants were 
appointed joint liquidators — Mr E. R. 
Nicholson, Е.С.А., ће present 
Receiver; Sir William Slimmings, 
C.B.E, С.А., who has been advising 
several of the acceptance houses in- 
volved in the collapse; and Mr K. D. 
Wickenden, F.c.A., representing a large 
number of unsecured creditors. 

It has already been confirmed that 
debenture-holders will be repaid in 
full, with prospects of sop in the £ 
to unsecured creditors. Further dis- 
tributions, including any possibility of 
a return to shareholders, are dependent 
upon the outcome of negotiations in 
respect of assets transferred to the 
Government. 
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Value Added Tax for Italy 
I part of a far-reaching reform of 


the entire Italian tax system, a 
Bill now before the Italian legislature 
provides for the introduction of value 
added tax with effect from January 
15, 1972. It will take the place of a 
number of other taxes, the most 
important of which are the general 
turnover tax, import duties and various 
municipal taxes on consumer goods. 

The standard rate of tax will be 12 
per cent, reduced to 6 per cent for 
certain categories such as “basic neces- 
sities’, books aid newspapers, public 
entertainments, hotel services and 
scientific apparatus. Certain other 
items, not yet specified, may attract an 
enhanced rate of 18 per cent. Sales of 
land, services ‘of outstanding cultural 
or social benefit and exports are 
amongst the transactions likely to be 
tax-exempt. 

All companies or persons liable for 
VAT will be required to keep registers 
of their sales and purchases, indicating 
the relevant amount of tax due or 
deductible. A return of each month's 
transactions will be required by the 
25th day of the following month. 





A reception for members and their ladies attending the 1971 UEC Study Conference was held 
at Chartered Accountants' Hall on Monday evening. Mr A. H. Walton, F.C.A., President of the 
English Institute and President of the Conference, expressed the pleasure of the host country 
that so many delegates and their ladies had come from the Continent to attend the conference, 
and the Rt Hon. Reginald Maudling, P.C., M.P., the Home Secretary, in a short speech of 
welcome, said that co-operation between members of the accountancy profession in Europe 
was a good augury for the greater co-operation between the United Kingdom and the coufitiees 


of Europe if Britain joined the EEC. 
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Retirement of 
Mr W. E. Parker 


R WALTER EDMUND 
PARKER, C.B.E, F.C.A., senior 
partner in the firm of Price Waterhouse 
& Co, and a Past-President of The 
Institute of Chartered Accountants in 
England and Wales, last week an- 
nounced his retirement from practice. 
He was admitted to membership of the 
Institute in 1931, and was a member of 
its Council from 1957 to 1969. 
The first holder, in 1966-67, of the 
newly-created post of. Deputy Presi- 
dent of the Institute, Mr Parker 





» succeeded to the Presidency in the 
· following year, at a particularly diffi- 
cult time in Institute affairs. Few will 
forget the firmness, the dignity, and 
the unruflled composure which he 
maintained throughout the turbulent 
annual meeting of 1968 (The Account- 
ant, June 1st and rsth, 1968). His 
natural courtesy and good humour 
made the more telling his gentle 
- rebuke to one persistent member: ‘I 
| seem to have difficulty in making 
myself understood by you.’ 

In addition to his many other 
responsibilities, Mr Parker maintained 
a close interest in the training of 
articled clerks. He was for five years 
president of the Chartered Account- 
ant Students' Society of London, and 
was also chairman of the committee on 
education and training which reported 
in 1961. His continuing interest in 
professional development is evidenced 
by his appointment to the Board of 
Trustees of the Lancaster Interna- 
tional Centre for Research in 
Accounting. 

One of Mr Parker’s last official 
engagements was as chairman of this 
year’s Cambridge conference of the 
Institute (The Accountant, September 
16th). Our readers will doubtless 
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echo the sentiments of another speaker 
on that occasion, who referred to Mr 
Parker’s truly outstanding services 
to the profession over many years. 

A number of other changes in the 
Price Waterhouse partnership are an- 
nounced on another page. 


Company Statistics 


HE attractions of incorporation for 

businessmen and traders are widely 
appreciated. Perhaps not so generally 
known is the extent to which advan- 
tage is taken of this facility. In 1970, 
Over 30,200 new companies were 
registered in Great Britain and their 
total nominal capital amounted to 
£121 million. Both in the number of 
companies and their capital these 
figures represented a substantial in- 
crease over the 1969 figures and there 
were, in the later year, 13 new com- 
panies registered, each with a nominal 
share capital of over ХІ million. 

By the end of 1970 there were over 
518,650 registered companies. Of this 
total some 15,400 were public com- 
panies and the remainder, more than 


October 7th, 1971 


half a million, were private. The num- 
ber of public companies with a share 
capital was 10,270. Between 1961 and 
1970 there has been a 34 per cent 
increase in the total number of com- 
panies registered, but the annual 
growth rate has significantly slackened 
since 1966. 

As anyone concerned with the regis- 
tration of new companies knows, 
names can be a problem. Between 
1948 and 1967 the Department of 
Trade and Industry (to give it its 
current name) refused to register 
nearly 19,000 companies in the name 
originally submitted because the names 
were considered undesirable. Of this 
total, some 13,200 were refused on 
ground of similarity with names al- 
ready on the register. 

These data, culled from the annual 
report prepared by the Department of 
Trade and Industry entitled Companies 
in 1970 (HMSO, 32p), as required by 
the Companies Act, section 451, are 
only a part of a considerable range of 
interesting statistics relating to com- 
pany registration and liquidation over 
the period 1961—70. 





Irish Institute's Administrative Changes 


HE first moves have now been 

made by The Institute of Chartered 
Accountants in Ireland in re-structur- 
ing the Institute’s secretariat. Mr 
Roger F. Hussey, B.E., at present 
Director of the Irish Heart Founda- 
tion, becomes Director of the Institute 
on November 15th; Mr Robin 
Donovan, B.A., B.COMM., F.C.A., who 
became Secretary of the Institute in 
1966, continues in this position and 
also takes up the new post of Head of 
Membership Services and Public Re- 
lations, and Mr Ben Lynch, А.С.1.5., 
who joined the Institute as Assistant 





Mr Roger Hussey 
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Mr Robin Donovan 


Secretary in 1960, becomes Head of 
the Education Department. It is 
hoped to make a further appointment 
shortly of an experienced chartered 
accountant as Head of the Technical 
Department. 

The announcement of these new 
appointments means that considerable 
progress has been made in the building 
up of a modern and efficient adminis- 
trative structure which can best serve 
the interests of members, and it is an 
important step towards the re-shaping 
of the accountancy profession in 
Ireland. 





Mr Ben Lynch 
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Invisible Earnings 


HE Committee on Invisible Earn- 

ings has been active in demon- 
strating the contribution made by 
invisible earnings to the nation’s 
balance of payments (The Accountant, 
June 24th). Not merely is Britain 
second only to the USA in gross 
earnings in respect of services, royal- 
ties, interest and dividends, but those 
earnings have also shown a persistent 
surplus over imports. 

The Committee’s own efforts to 
analyse the nature and scale of in- 
visible items in the balance of pay- 
ments account have recently been 
supplemented by a study of the same 
subject from the Economists’ Advisory 
Group. This reports that a substantial 
part of total earnings relate to sales of 
technology and countries with a strong 
technological background tend both 
to sell their technology abroad and to 
specialize in the export of research- 
intensive products. 

The United States is by far the 
largest exporter of technology but 
British receipts from this source are 
more than double those of West Ger- 
many. Not surprisingly, transactions 
in this field, especially on the export 
side, are very heavily concentrated on a 
small number of firms. 

For firms and businessmen anxious 
to earn foreign income in this field the 
Committee on Invisible Exports has 
prepared, in collaboration with the 
Department of Trade and Industry, a 
new Guide to Government Help for 
Invisible Exporters, which is available 
free from the Committee. 


Accounting Standards 
in South Africa 


STATEMENT of Intent recently 
issued by the National Council 
of Chartered Accountants (SA) stresses 
the importance of a sound system of 
financial reporting, and recognizes the 
duty of the profession to develop and 
define reporting standards. The Na- 
tional Council is therefore producing 
a series of statements which will 
ultimately form the corpus of sound 
accounting principles, certain of which 
will be made mandatory if this is 
considered beneficial. 
Two exposure drafts have been 
issued by the National Council’s 
Accounting Principles Committee, for 
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At the Certified Accountants Women's Society's annual dinner held at The Sir Christopher 
Wren, London EC4, last Friday. Left to right, Miss Muriel |. Simpson, A.C.C.A., А.Т.1.1., Chairman 
of the Society, with the Association's Vice-President, Mr А. W. Nelson, F.C.C.A., F.C.I.S., and 
Mrs Nelson. Well over 60 members and guests were present who were welcomed in a short 
speech by Miss Simpson, to which Mr Nelson responded. As a break with tradition, the com- 
pany was later entertained by the Barrow Poets. 
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comment by members of the profes- 
sion and others interested in financial 
reporting not later than December 
31st, 1971. The first, dealing with the 
disclosure of accounting policies, fol- 
lows closely the UK Accounting 
Standards Steering Committee pro- 
posals (The Accountant, January 28th), 
on the same subject. The second 
relates to the minimum standard of 
disclosure and presentation in the 
annual financial statements of share 
capital and matters pertaining thereto, 
in which respect South African com- 
pany law is at present deficient. 

'The National Council's proposals 
would require disclosure of the author- 
ized share capital, including the num- 
ber of shares of each class, the par 
value and the number of shares issued 
in each class, and the description and 
amount of any shares held by sub- 
sidiary companies or nominees of the 
reporting company. 

Future exposure drafts due for 
release before the end of the present 
year are to deal with reserves, long- 
term liabilities, and bank balances and 
cash. The South African statement 
acknowledges its indebtedness to the 
published work of accountancy bodies 
in other countries, including America, 
Australia, Canada, and the United 
Kingdom. 


Gift for Accounting 
Research 


A M generous contribution’ of 

£10,000 per annum for the next 
10 years from the J. Arthur Rank 
Group charity has assured the financial 
viability of the International Centre 
for Research in Accounting at Lancas- 
ter University. As announced in The 
Accountant for May 13th, Sir Ronald 
Leach, C.B.E., F.C.A., a Past-President 
of The Institute of Chartered Ac- 
countants in England and Wales and 
chairman of its Accounting Standards 
Steering Committee, has accepted 
office as chairman of the International 
Centre’s board of trustees, and Profes- 
sor Edward Stamp, M.A., C.A.(CANADA), 
is to occupy the Chair of Accounting 
Theory. 

Several other distinguished account- 
ants have joined Sir Ronald as trustees 
of the new foundation, including Sir 
Frederick Catherwood, M.A., Е.С.А., 
Mr Douglas Morpeth, T.D., B.COM., 


ECA., Mr №. E. Parker, C.B.E, 
F.c.A., and Sir Basil Smallpeice, 
K.C.V.O., B.COM., F.C.A, J.DIP.M.A., 


together with such other well-known 
public figures as the Rt Hon. Lord 
Kearton, c.B.E., the Hon. David 
Montague, the Hon. Angus OgilWy, 
the Rt Hon. Lord Shawcross, and Dr 






-Charles P. Carter (Vice-Chancellor of 
-the University of Lancaster). 
is The foundation of the International 
Centre is indicative of Lancaster 
University’s intent to participate ac- 
tively in furthering the development of 
the profession through teaching, re- 
search. and continuing contact. It is 
_intended shortly to advertise for suit- 
| able candidates for the post of senior 
research officer of the Centre, and 
| amongst projects which may receive 
priority are the following: 
(а) The effect of inflation on the 
^. utility of accounts to managers, 
investors and other interested 
| рате. — 
(6) The nature, purposes and objec- 
tives of published financial ac- 

- counts. 

(с) Comparative study of the simi- 

. larities and differences between 
reporting principles in the major 
' industrial countries. 
(d) Accounting and reporting prob- 
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lems of groups and conglomer- 
ates. 


‘Because the University Grants Com- 
mittee does not provide sufficient 
financial resources for advanced study 
of business professions such as ac- 
countancy, the full potential contribu- 
tion of the International Centre for 
Research in Accounting will depend in 


great part on the degree of financial 


support and participation that members 
of the accounting profession and of the 
financial community are willing and 
able to provide. 


Maxwell Refused 
Injunction 


HE application by Mr Robert 

Maxwell for an injunction to 
restrain Sir Ronald Leach, С.В.Е., 
F.c.A., and Mr Owen Stable, Q.C., 
from pursuing their investigation into 
the affairs of Pergamon Press and 
ILSC was refused in the High Court 
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last week. Giving judgment, Mr Jus- 
tice Forbes said that the applicant for 
an injunction must establish a strong 
prima facie case to the right claimed; 
the inspectors were eminent men in 
their respective professions, and it 
would clearly be wrong to grant an 
interlocutory injunction without a 
strong probability that the plaintiff 
would succeed in the main action. The 
investigation had already been pro- 
ceeding for two years, and to grant the 
whole of the relief claimed by Mr 
Maxwell would be tantamount to 
requiring the Department of 'l'rade 
and Industry to appoint fresh in- 
spectors. 

'The judge was nevertheless critical 
of certain aspects of the inspectors' 
procedure, and their finding that Mr 
Maxwell was not a fit person to exer- 
cise stewardship or control of a 
publicly quoted company amounted 
to banning him from business,for life, 
without the right of challenge or 
appeal. From the appropriate sections 











THIS IS MY LIFE 





. The Waiting Game 
by An Industrious Accountant 


'D been about a fortnight in my present job when a 
letter came from the local trade union headquarters, 
. addressed to me as company secretary. It explained with 
laboured politeness our employees' grievances arising from 
- escalating living costs, exhaustingly long working hours, 
| meagre holidays, and inadequate promotional outlets. A 
. prompt discussion, it indicated, would be appreciated. 
(CT phoned for Prinny, but he'd just departed on a three 
weeks’ boating holiday. His assistant became flurried under 
. questioning; he wasn't allowed to sit in on wage-claim 
conferences, he said, they were classified top-secret, he 
. didn't know what was in the files. 

The chairman grumbled somewhat when advised of the 
-onslaught and wore his ‘up, Guards, and at ет’ expression. 
- He couldn't understand how chaps who'd worked with 
< him for years could become so dashed unsound, he said; 
probably some rotten communist agitators had got at them. 
Still, there was no point in getting involved prematurely; 
best wait and see if they'd have the cheek to send us a 
reminder. 

The managing director went to Prinny's private cabinet 
nd extracted some battered old files. They included several 
sheets of pencilled figures unidentified for all practical 





peccable, our tactics masterly . . 


purposes, and some such sporadic jottings as ‘best see J.J. 
tonight’, or ‘settle for 2 bob up on 3rd offer?’ As the sheets 
were neither dated nor numbered consecutively, their 
usefulness as historical procedural precedents was limited, 
especially as some two years had elapsed since our previous 
union struggle. 

Prinny was clearly no record-keeper, no diarist of the 
changing scene, no step-by-step strategist. The MD said 
tersely ‘by guess and by God’, and threw the files back 
again. 

No need to answer yet; just keep your ears close to the 
ground awhile, he counselled me, so I endeavoured to 
obey. In the canteen, on the stairs, in the car park, I made 
skilfully casual approaches, masked by innocuous bonhomie 
to such senior employees as might be thought to be privy 
to the union’s plans. Chatty comments on the disasters 
in the docks, the mess in the motor-works, or the shambles 
in shipbuilding, arising from hasty labour action, were 
dropped as my decoys. 

The employees had been warned also. They wouldn't 
be drawn. Like Alice's eldest oyster, they winked their eye 
and shook their heavy head. I wasn't cut out for a snooper. 

A polite reminder came from the union; we merely 
acknowledged its receipt. Three days later a heavily-built 
character with a shrewd eye arrived to ask for a few words. 
I explained that wage claims weren't my responsibility 
but Ра certainly pass on any message he might offer. 
He answered blandly we'd left him no option; it would be 
‘all out’ on Monday; if that was all right with us it was 
okay by him. Then he left. I moved fast... . 

Nowadays a union letter is answered by a cordial invita- 
tion from Prinny to an immediate talk. Our files аге im- 
. our troubles negligible. 
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of the Companies Act 1948, it was 
clear that inspectors had the power, 
although no. obligation, to criticise 
individuals if they felt it to be justified, 
but at that point they ceased to become 

` finders of fact and were accusers. He 
referred to the previous Court of 
Appeal proceedings in which Mr 
Maxwell and other directors of Per- 
gamon had sought certain guarantees 
as to the inspectors’ procedure [The 
Accountant, July 23rd, 1970], and in 
particular to the view of Lord 
Denning, M.R., that before the inspec- 
.^tors were to condemn or criticise а 
man, they must give him a fair oppor- 
tunity of contradicting or commenting 
upon what had been said against him. 
It was a fundamental rule, said the 

^ judge, that a man must know the 
precise. charge against him before 
being convicted. In the present case, 
the inspectors’ criticisms of Mr 
Maxwell т regard to an alleged false 
statement in an offer document, and 
the improper payment of dividends, 
had not been put to him at all; the 

. inspectors should have brought home 
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to him their intention to criticise him 


and their reasons for so doing, and 
they could not rely only on the 
general opportunity which Mr 
Maxwell had undoubtedly had to give 
evidence before them, or upon his 
general duty under section 167 of the 
1948 Act to produce information. 
They should ideally have considered 
first the available evidence and docu- 
ments; secondly, they should have 
formed their tentative conclusion, and 
thirdly they should have put that 
conclusion to the witness. This pro- 
cedure had not been adopted. 

Though the inspectors had not 
acted unfairly, as that word was 
generally understood, it was possible 
that, at the full hearing of the action, 
the trial judge might find that they 
had failed adequately to direct them- 
selves in natural justice, albeit in an 
area ‘where the landmarks were few 
and the terrain confused’. In his 
lordship's judgment, for the inspectors 
to have sent a draft of their report to 
Mr Maxwell for comment would have 
been *much more than he was entitled 
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to’; and if Mr Maxwell would have 
been satisfied then with an oppor- 
tunity to refute the inspectors’ criti 
cisms, it might be asked what injustice. 
he had suffered if he were given an. 
opportunity to refute them now. < 

During the hearing, it was indicated. 
that the matter was likely in any event 
to be taken to the Court of Appeal, 
and Forbes, J., readily undertook to 
grant whatever order was necessary for 
a speedy trial; it was important that 
the matter should be disposed of as 
expeditiously as possible, and | 
thought it possible that the hearing 
the appeal might conceivably disp 
of all matters in dispute between 
parties. Counsel for the inspectors 
undertook that, provided notice of 
appeal was promptly given and tl 
appeal prosecuted with all diligenc 
the inspectors would not proceed 
publication of a further report in 
advance of the Court of Appeal 
decision. If, however, the matter | 
not promptly proceeded upon, tl 
inspectors must reserve the righ 
report further. ў 





ROPOSING the resolution for а 10 рег cent increase in 

Г subscription scales at last Thursday’s special meeting of 

~The Institute of Chartered Accountants in England and Wales, 

ће President, Mr A. Н. Walton, F.c.a.. said that it was ‘ab- 

< solutely vital’ for the Institute's accounts to show a surplus in 

1972, in view of the prospective long-term funding of the 
Institute's development loan. 

He apologized for the delay in sending notices of the meeting 
to members [The Accountant, September 23rd]. Although the 
date of posting had been determined, in accordance with advice 
received, to give a reasonable expectation of the notices reaching 
members by September 8th, this had not in fact been achieved, 
due to exceptional staff difficulties at the post office concerned. 

: The Institute had taken legal advice, and had been informed 
that the meeting could validly proceed. 

Having regard to the procedure for a special meeting, and 
the need for changes in the bye-laws to be approved by the 
Privy Council, there was inevitably a time-lag of three or four 
months before new subscription scales could become effective. 
At the time when it was necessary for the Council to reach a 
decision, none of the property negotiations had been brought 
to a final stage, and the Council had – in the President's view, 
quite rightly — decided to ignore the possibility of rental income 














in computing the prospective out-turn for 1972. He was gl 
to announce that agreements had now been ‘all but satisfactori 
completed' in respect of surplus accommodation both at City 
House and at Chartered Accountants’ Hall; formal leases we 
likely to be executed within the next few days, resulting in a 
rental income to the Institute of £73,000 from January Ist, 1972. 
The resolution was formally seconded by. the. Deputy- 
President, Mr D. S. Morpeth, T.D., B.COM.. F.C.A. i 








Adverse comparisons 
The first of several critical speeches came from Mr B. P 
Bladen, F.C.A., of Newcastle-under-Lyme, who said that in: 
view the resolution left much to be desired. He was critical 
the delay between the Council’s decision (taken at its meeting 
on August 4th) and the President’s letter to members date 

September 2nd, and he compared the Council’s budgeting 
procedures adversely with the disciplines which industrial 
members had to accept. The Council had had ‘a fair bit of time’ 
to deal with the property negotiations, and it was sometimes 
necessary to take the best offer currently available; industr; 
also. had to meet inflation and was susceptible to change 
government policy, and if industrial accountants were to i 
prospective rental income as the Council had done, they ws 
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soon be out of business. Taking into account the rental income 
and the recent fall in Bank rate, he suggested that an amended 
budget for 1972 should show a surplus of £54,000, rather than 
a deficit, and he declared that the motion was ‘totally unaccept- 
able in its present form’. He wished to see more industrial 
members represented on the Institute’s finance committee, 
and suggested that the Institute’s budget should be submitted 
in draft to presidents of district societies for their comments. 

Replying to Mr Bladen, the President defended the apparent 
delay as a necessary consequence of drafting and printing the 
letter to members after the Council’s decision. The rate of 
interest on the Institute’s development loan was fixed at six- 
monthly intervals, so that the recent fall in Bank rate would 
not be immediately effective. The present chairman of the 
- finance sub-committee was an industrial member of wide 
experience, and the Council already included representatives 
not only of the district Societies but also with no geographical 
affiliation. 

Mr C. К. Hornsby, B.A.(ECON.), A.C.A. (London), hoped that 
the discontinuance of the Institute's recruitment advertising 
was only a temporary economy measure, as it would otherwise 
have an adverse effect on membership and subscription income 
in future years. The President replied that, on previous experi- 
ence, advertisement in the national press was not the most 
. effective method of recruitment; the schools management game 
| in particular had been responsible for arousing an increased 
| interest in accountancy and business matters generally. 


_ Differentials queried 


- Mr К. S. Zeital, A.c.4. (London), expressed himself ‘com- 
pletely dissatisfied’ with the services that he was personally 
receiving from the Institute as a small practitioner. He queried 
the present basis of subscription differentials, and asked when 
the Council's special committee on future policy [The Account- 
ant, October rsth, 1970], expected to report on this subject. 
Failing an early move by the committee, he invited members 
to join him either in proposing a resolution at the 1972 annual 
meeting or in requisitioning a special meeting with a view to 
amending the subscription differentials as at present contained 
. in the Institute's bye-laws. [A letter from Mr Zeital appears on 
another page.] 

Mr Halmer Hudson, r.c.4. (London), supported the resolu- 
tion. He hoped that an improved public image of accountants 
would be reflected by members taking an enlarged interest in 
Institute affairs. Chartered accountants should be sought out 
as a source of newsworthy comment, in place of ‘the phalanx of 
economists and university lecturers! whose views were so often 
heard. He thought the reduction in the Institute's public 
relations effort had been a mistake. 


One common rate 


Mr Е. Н. Seale, F.c.a. (London), favoured an end to the 
present distinction between practising and industrial members, 
and thought there should be one common rate of subscription 
for fellows and one for associates. He was supported in this by 
Mr B. V. Piggott, F.c.a., J.DIP.M.A. (Barnet), who stressed that 
all were members of the same Institute, and should receive the 
same literature and the same services. 

Mr J. P. Hobbs, F.c.a. (Retford), showed a strongly partisan 
attitude; the Institute, he declared, was run by and for the big 
firms who did not know what incomplete records were. Except 
for the 1965 corporation tax and capital gains tax booklets, 
which had not been subsequently revised, the Institute had 
completely overlooked some important changes in the tax struc- 
ture, whereas he had been able to obtain some very helpful 
liferature from The Association of Certified Accountants. He 
also felt that the views of small practitioners had been ‘com- 
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Mr A. H. Walton, F.C.A., President of the Institute, who took 


the chair at the special meeting. 
е 


pletely ignored’ in the matter of the ASSC exposure drafts, 
and he would vote against the resolution. Further criticism 
came from Mr S. №. Каш, A.C.A. (London), who spoke of dis- 
crimination against overseas members; they were unable, he 
said, to participate in many of the Institute’s services, and were 
subjected to a form of ‘taxation without representation’. 

Mr К. L. Rosenvinge, F.c.a. (London), said that he had come 
to the meeting with an open mind, and having read the papers 
he felt that there might be a good case for an increase. Whilst 
previous deficits might have been due to failings in management, 
he had personally been convinced by the President's assurances 
of improved budgetary control and other procedures, and he 
would vote in favour. Without such improved control pro- 
cedures, members would be pouring money into a bottomless 
pit. 

Mr P. C. Hogan, F.c.a. (London), inquired whether members 
were really being asked to vote on a surplus of £140,000 - this 
being his estimate of the combined effect of the subscription 
increases allied to rental income and a reduction in rates of 
interest. The President said in reply that the 1972 out-turn 
might be of this order if everything was favourable, though 
he personally would not endorse that specific figure. The 
President was supported from the floor by Mr C. C. Taylor, 
Е.С.А. (Liverpool) who hoped that members would not shy 
away from a healthy surplus. The Institute's liquid resources 
had been seriously depleted since 1969-70, and needed 
rebuilding. 


Small attendance 


About roo members were present during the meeting, and a 
show of hands revealed approximately 5 to 1 in favour, with a 
few abstentions. The President then formally demanded a 
poll, the result of which was declared a few minutes later as: 
For the resolution : 8,642 
Against : 3,959. 
Не therefore declared the resolution carried by the requisite 
two-thirds majority. 
A well-deserved vote of thanks to the President was proposed 
from the fioor, and carried by acclamation. 
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Accounting for Europe 


UEC Study Conference in London 


CCOUNTANTS from 19 countries gathered at Chartered 
Accountants' Hall, London, on Monday of this week for 
this year's International Study Conference of UEC. The 
conference theme — "The development of the accountancy 
profession and practice in Europe in the 1970s’ ~ was both broad 
and topical, and provided participants with a far-reaching 
field of discussion. 
The conference proceedings during the week were conducted 
jointly in three languages – English, French, and German - with 
discussion groups organized as far as possible on a language 


basis. The programme provided for five discussion sessions at | 


which every group would have the opportunity to discuss all 
the papers, followed by reports in plenary session today (Thurs- 
day) and tomorrow. We reproduce below a summary of the 
conference papers. 


Recent developments in the profession 


The ‘subject of ‘Recent developments in the profession’ pro- 
_vided Mr J. Е. Shearer, 0.B.E., Е.С.А., with a particularly wide 
field of discussion. His paper fell into two parts, of which the 
first covered education, training, professional ethics, and 
independence, and the latter the freedom of accountants to 
provide services within the member countries of UEC. 

There had been for some years, said Mr Shearer, a universal 
trend towards the creation of larger business enterprises. In 
addition to mergers between companies in the same country 
and the large sums invested in setting up business or acquiring 
shareholdings abroad, the ‘international company’ had already 
arrived. Such companies were constrained by the multiplicity 
of regulations of each country in which they operated, and 
which hindered the development of efficient international trade. 
The creation of a ‘European company’ would solve many of 
these difficulties, but there were practical problems to be over- 
come before this could be done. 


Universal principles 3 
Difficulties were accentuated by the present divergencies іп 
accounting usage and terminology between countries, although 
these did not extend to fundamental concepts of financial 
reporting and control. By studying the differences in accounting 
and audit practice, and by making greater contact with ac- 
countants in other countries, the profession could work towards 
a clearly formulated set of principles which would be understood 
and accepted throughout Europe, so that the content of financial 
statements would be universally understood and reliable 
comparisons could be made between companies, either within 
the same country or outside it. 

He compared and contrasted the present requirements in 
UEC countries for professional qualification; most countries 
‘required at least the possession of a recognized school-leaving 
certificate (in several cases a university degree) followed by a 
minimum period of practical experience and the passing of 
professional examinations. There were, however, a number of 
detail differences, and in Italy and the Netherlands (as also in 


the USA) it was possible to obtain an accountancy qualification ' 


by attendance at university only, without any practical experi- 
ence. In some countries, the practical experience requirement 


had formerly been ten years or more, but it was now more usual 
to find a period of three years for university graduates and up - 
to six years for others. | 

Some accountants tended to look on qualification as the ulti- 
mate end, when in fact it was only the beginning. There was а · 
constant need for post-qualification specialized training, and 
interchange of personnel between different branches of the 
profession and between different countries. The cost of such 
facilities was high, but was essential if the profession was to be 
kept alive. 

Professional independence, in Mr Shearer's view, was a state . 
of mind and not a matter of legal definition. In some countries, 
auditors were appointed for a long period to emphasize their 
independence from the board of directors and to provide 
continuity, whereas in others it was an annual appointment, 
emphasizing the ability of shareholders to make a change if they 
so desired. In most UEC countries, an accountant is not . 
allowed to audit a company in which he himself, or any of his 
partners or employees, is otherwise involved. 


Mutual recognition 


Dealing with the freedom to provide services, Mr Shearer’ 
reminded the conference that the Treaty of Rome imposed an . 
obligation on the Council of the Common Market to work for 
the mutual recognition of diplomas, certificates and other 
qualifications. At present, many countries required foreign 
accountants either to take their own examinations and become 
a full member of the Institute of the host country, or to prove 
their competence by reference to their own national qualification. 
These were reasonable restrictions, providing that recognition 
of the latter was not unreasonably withheld. 

Further restrictions were sometimes encountered, however, 
including the exclusion of non-nationals, prohibition of partner- 
ships between residents and non-residents, and examinations in | 
the local language. The conference should recognize the concept _ 
of ‘collective responsibility’, since firmis of accountants serving : 
international clients could be expected to have amongst their 
partners and staff sufficient expertise without necessarily re- | 
quiring each individual to have such knowledge. In some 
countries, where the standards of the national profession were 
too low to enable their members to be automatically recognized 
in countries: with a highly.developed profession, UEC must 
'encourage and help the profession to improve itself. 


The modern audit - 


The paper presented by Mr P. С. Corbett, F.c.a., on ‘Auditing 
in the 1970s — modern techniques' was limited in two directions. 
At one end of the scale, it was not concerned specifically with 
EDP audit techniques, which would be the subject of a separate 
paper; nor, at the other, did it purport to deal with ‘the butcher . 
who keeps all his invoices, vouchers and paid cheques on one 
meat-hook'. As Mr Corbett said, there is still only one way to 
deal with him — check everything you can lay your hands on, 
and forget about sophisticated audit techniques! 

Mr Corbett suggested that the concept of a two-tier audit . 
might be developed during the 1970s – namely, the financfal 
audit and the management or operations audit. The first 
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would be directed to forming an opinion as to whether the 
accounts presented a true and fair view and ensuring that 
statutory requirements had been complied with; the second 
might include a review of the company’s performance, either 
internally against the company’s own standards or externally 
against available statistics, and reviews of management per- 
formance and techniques. He referred to the growing interest in 
profit projections, and thought it likely that auditors would be 
pressed to consider, on behalf of the shareholders, the comments 
made by the chairman in his annual statement. 

Mr Corbett dealt with his general approach to systems 
examination, the use of flow-charts as the only satisfactory 
method of recording any but the most straightforward systems, 
and the part that detailed vouching plays in audit activities. 
He examined the extent of audit checks and statistical sampling, 
and stressed that, whilst it. had long been recognized that it 
should not normally be necessary to check the whole of a series 
of transactions in order to be satisfied with the reliability of the 
recording process, a sample must be established as being repre- 
sentative of the whole. 

Selection of a sample had previously borne little regard to 
statistical theory, and had commonly been expressed only as ‘so 
many weeks’ or months’ transactions’. The size of the sample 
was also critical, and he demonstrated that, whilst an increase in 
the sample from тоо to 200 items might increase the degree of 
confidence from 87 to 98 per cent, it would be necessary to 
increase the same sample from 200 to 400 items to increase the 
degree of. confidence from 98 to 99-9 per cent. In practical 
terms, it might be thought that the further increase in the 
sample was not worth while. 

In a postscript to his paper, Mr Corbett called members’ 
‘attention to the judgment in the Pacific Acceptance case [The 
Accountant, June 1oth], in which the court referred to the 
accepted audit techniques of reliance on the system of internal 
control and the practice of checking samples in depth. These 
modern procedures called for more sophistication. and higher 
standards on the part of those who pettormed the work. 


Computer problems 


Mr C. H. Bailey, F.c.a., dealt with the particular problems of 
computer auditing in the 1970s. It was no longer unusual for an 
auditor to find that at least some part of his client's récords was 
processed on a computer either owned or leased by the client or 
by a computer service bureau. In this connection he referred to 


· two statements by the Council of the English Institute and now ` 


forming part of the Members’ Handbook — U 14 ‘Internal Control 
in a Computer-based Accounting System’ and U 15 “The Audit 
of Computer-based Accounting Systems’ [The Accountant, 
December 11th and 18th, 1969]. 

The basic principles of an audit would not be changed as a 
result of changes or developments in the power of EDP in- 
stallations; the auditor must still ensure that adequate, controls 
were exercised over the operation of the system, and must 
devise techniques to satisfy himself that these controls were 
: operating satisfactorily. Mr Bailey summarized several aspects 
of control which would become increasingly important, includ- 
ing checks that only authorized programs were being run and 
that the operation of one program did not interfere with the 
storage area or files of another. He also described special audit 
techniques which fell broadly into three categories: 


(1) Computer audit programs which could be used to extract 
information for the purpose of balance sheet information 
and to re-create a visible trail on a test basis. ` 

(2) Test packs to ensure that the client’s programs would deal 
correctly with data which they were likely to receive. 

(3) The processing or reprocessing of programs in day-to-day use. 


These’ techniques would enable the auditor to carry out his 
. duties more expeditiously than by ‘auditing round the computer’. 
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To become technically competent to handle the general run 
of EDP zpplications, the scope of an auditor's training must 
include the principles and techniques of EDP and the approach 
to computer auditing. Suitable training courses were already 
run by the larger auditing firms and by some professional 
bodies. All auditors within the foreseeable future would need 
to have a practical knowledge of computer systems and the ten 
years to 1980 were a very long time when measured against an 
industry "which, in its practical application to accounting, had 
only been in existence for about 15 years. 


2 


Management consultants 


In his parer on “The provision of management consultancy and 
other services for clients’, Mr Е. Clive de Paula, с.В.Е., T.D., 
F.C.A., J.DIP.M.A., set out to consider the part played by ac- 
countants in providing management consultancy and other 
services as an extension of their primary activity. These de- 
velopments in turn might affect the structure of the accountancy 
profession, and his paper.was also designed to provoke dis- 
cussion of some of the problems arising from the accountant's 
progression along the path from auditing through the provision 
of advice on systems and from there to being management 
auditors and business advisers. 

Management techniques could not operate in a vacuum. 'T'o 
be effective they must be used within an effective organization 
which among other things made the best use of its man-power. 
'The larger the organization, the more complex the personnel 
problem would become. Closely linked with problems of 
organization and personnel was that of ensuring that managers 


‘do in fact manage. The chief executive in a large business would 


need assistance in carrying out the necessary detailed investi- 
gations, even if he could not delegate his responsibility, and the 
accountanzy profession should be able to provide the help which 
he needed. | 
Computer management was fundamentally no different from 


‘management of any other complex production operation. One 
‘danger which must be avoided was that of excessive emphasis on 


technical skills whilst ignoring the essential requirement that 
data processing specialists must be an integral part of the 
management team. The role of the consultant must be to de- 
velop an efficient management structure and to make available 
systems analysts and programmers to assist clients over EROTIC 
term problems. 

Mr de Paula outlined several other areas in which account- 
ants should be able to give additional assistance to their clients —- 
for examp:e, liquidity problems and cash flow, product planning, 
corporate planning, certain aspects of mergers and acquisitions, 
planning and management of international company activities ' 
and in areas where profit could not be used as the criterion. 'T'o 
widen its range of services, a professional firm would need to 
include many people who were not accountants if the firm 
were to provide a high-quality service in each of its different: 
functions. í 


Wider range 


At present, the main services provided by the accountancy 
profession comprise audit for shareholders, taxation advice, 
systems advice and liquidation work. The needs of clients, he 
suggested, would in future broaden into demands for a wider 
business zudit, matching the company’s performance against 
external standards, and for more broadly based business advice 
of the kind now provided by management consultants and others. 

Within the United Kingdom, the Management Consultants 
"Association recognized six specific fields of consulting activity — 
company development and policy formation, production, 
marketing, finance and administration, personnel and manage- 
ment information systems. Mr de Paula asked his audience 
whether any of these could safely be ignored by accountants. · 
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Pension Fund Investment 


by G. P. DUTTON, F.C.A., Director, Samuel Montagu & Co Ltd 


The technique of pension fund investment has been transformed in recent years 
under the impact of inflation. As the gap widens between the contributions 
paid by the members of a fund and the payments they will ultimately expect 

in order to provide a reasonable standard of living, so the task of bridging 
that gap has become more exacting and the skills required more sophisticated. 
At the same time, demand for pensions has increased enormously. From a 
level of £1,658 million at the end of 1957, the assets of self-administered 
pension schemes rose to £4,055 million at the end of 1964 and to £6,027 


HERE are three broad categories of investment into 

which pension funds are channelled — fixed interest 
securities, equities and property. Each has something 
different to offer. Fixed interest securities and property both 
offer a minimum of risk and a fixed return in terms of income. 
But the capital value on redemption is fixed in money 
terms in the case of fixed interest securities, whereas the 
capital value of property is determined solely by the current 
level of demand. Equities differ from both fixed interest and 
property in that in no sense is the return offered fixed, 
although, like property, it is relatively immune from in- 
flation. Moreover, the degree of volatility of equity prices 
far exceeds that of either of the other forms of investment — 
it is the most profitable of all forms of investment in bull 
market conditions and the most vulnerable in a bear market. 


Flexible approach 


The relative attractions of each type of investment are thus 
constantly changing. In the past, and at lower levels of 
inflation, a large proportion of pension fund investment 
tended to be in fixed interest stocks, attracted by the high 
degree of security and the more or less predictable level of 
return. With the acceleration of inflation in recent years, 
however, not only has the ultimate return on these securities 
been eroded but, as interest rates have adjusted to this fact, 
the market value of securities in the period prior to maturity 
has fallen even more. Equities, on the other hand, having 
initially benefited from inflation, were then hit by govern- 
ment attempts to control inflation, both by curbing 
demand and by distorting the relative impact of inflation 
on prices and costs. Finally, property has increased in 
attractiveness, not only because of its relative immunity 
from the problems affecting the other two forms of invest- 
ment but also because of an increase in the level of demand. 

A high degree of flexibility in the forms of one's invest- 
ment, backed by the most sophisticated techniques of 
research and economic analysis, are thus essential features 
of investment in conditions of high inflation. For example, 
an ideal policy might be to concentrate one's investment in 
equities in bull market conditions but, in any other cir- 
cumstances to switch the emphasis between fixed interest 
and property – depending upon whether one thought that the 
pace of inflation was tending to decline or to increase. But 


million at the end of 1969. 


for such a policy to be effective, it must be implemented 
before the circumstances it is designed to anticipate have 
come into existence. This requires a degree of skill in 
assessing these trends, and a faith in one's judgement, that 
can only be acquired by wide experience and access to 
extensive research facilities. It is obviously uneconomic for 
a pension fund of less than say £50 million to employ on 
its own account the full range of staff needed to operate 
such a policy, and it is for this reason that pension fund 
trustees have increasingly tended to make use of pro- 
fessional investment advisers. 

To illustrate how merchant banks in practice operate, let 
us take as an example a case which, although hypothetical, 
is nevertheless typical of many pension funds. It brings 
out, in particular, the way in which investment policy was 
modified to adjust to succeeding phases of the prolonged 
bear market which first began in 1968. 


Case study 


A merchant bank was approached by the trustees of a 
privately administered company pension fund with a 
capital value of approximately {2 million during the 
summer of 1968, for reasons that were partly technical and 
partly administrative. 

On the one hand, although the equity portfolio had 
apparently performed well, the fixed interest sector pre- 
sented a number of problems. The long-dated gilt holdings 
were showing a substantial loss on cost and the trustees _ 
were uncertain as to whether they should be sold in order 
to prevent further erosion of capital or whether the stocks : 
should be regarded as permanent investments to be held to 
maturity. Secondly, the fund had acquired an untidy 
collection of debentures and unsecured loan stocks as a 
result of takeovers and amalgamations; and; although the 
yield appeared attractive in relation to gilts, the trustees were 
at a loss as to how to evaluate the merits of their particular 
holdings in relation to alternative forms of investment. 

As far as administration was concerned, .the company 
secretary was finding that the affairs of the pension fund 
took up an increasing amount of his time, while the size 
of the fund scarcely justified the employment of additional 
staff. It was thus felt preferable to hand over entire respdnsi- 
bility for the management and administration of the fund 
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to an institution with the resources to perform these duties 
economically and a degree of expertise that was generally 
acknowledged to be comparable to the best currently 
available. 

In its initial report, the bank set down two broad points 
of principle. In the first place, it was felt that, in order to 
achieve the maximum degree of flexibility, the fund should 
confine its fixed interest investment to the gilt market. The 
ease of dealing in this market offers certain positive at- 
tractions in itself; it makes possible an active switching 

` policy designed to achieve capital gain, by anticipating the 
movement of interest rates, or improvements in yield, by 
taking advantage of short-term anomalies in price. 
` By comparison, the relative inflexibility of the debenture 
market (resulting from the higher dealing costs and the 
smaller size of the issues dealt in) means that a yield 
differential of at least 14 per cent is required to offset this 
disadvantage; and where this differential exists it usually 
also reflects an element of risk, which for this reason too 
makes it an unsuitable investment for a pension fund. 

The second general point was that a misleading im- 
pression of equity performance can be given unless this is 
compared with the market as a whole. Although in this 
particular case the stocks had marginally outperformed the 
Financial Times industrial ordinary share index, which is 
based on just 30 leading blue chip stocks, it had performed 
substantially worse than the Financial Times-Actuaries 
all-share index, which gives a much more accurate in- 
dication of the alternatives open to investment managers. 
A more flexible disposition of investments and a more 
rigorous assessment of performance were thus two basic 
considerations that would govern investment policy. 


Unbalanced 


As far as investment policy was concerned, the breakdown 
of the portfolio at the date it was taken over at the end of 
1968 was as follows: 
Percentage 
by current 
market value 
Fixed interest .. a ies ET an 33.5 
Equities .. : . a 67 





IOO 








The heavy preponderance in favour of equities did not 
seem to be justified by the immediate prospects for equity 
prices. These were currently standing at close to their 
historic highs; and price/earnings ratios, at levels in excess 
even of comparable US companies, seemed fully to dis- 
count any realistic assessment of the growth of corporate 
profits in the year ahead. It was unlikely, therefore, that 
substantial further rises in equity prices could be expected. 

At the same time the outlook for fixed ‘interest invest- 
ment seemed equally uncertain. Some increase in the level 
of interest rates seemed probable as part of the government’s 
measures to damp down inflation, which meant that the 
long end of the gilt market was vulnerable. Within the fixed 
interest sector, the bank therefore recommended the 
disposal of the debenture stocks and the switching of gilts 
ott of long-dated maturitiés and into. medium and short- 
dated stocks. It also recommended substantial sales of 
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equities, the profit on which to some extent mitigated the 
loss on the long-dated gilts, and partial reinvestment in 
property — for instance, via the Hanover Property Unit 
Trust, which has been specially designed for tax-exempt 
pension funds. The balance was to be held in cash until the 
trend of events became clearer, and was placed on deposit 
on the mcst flexible possible terms for periods not exceeding 
three months through the bank's treasury department. 
The overall effect was to safeguard the existing capital 
value of the fund, and at the same time substantially 
improve its yield. 


The first year 


These recommendations were implemented over the year 
on the most favourable terms obtainable by taking ad- 
vantage of short-term market movements. By the end of 
1969 the make-up of the portfolio was as follows: 
Percentage 
by current 
market value 
Fixed interest — .. сх E ДР - 35 
Equities .. ba : - т E 35 
Property a m 2 af = 5 
Cash on deposit о. э, m és 25 





100 


The outlook at the beginning of 1970, although entirely 
different to that a year earlier, seemed hardly less dis- 
couraging. Equities and gilt prices had both fallen and 
equities in particular showed little prospect of recovery. 
Corporate profits were expected -to grow only marginally 
over the year. Above all, inflation was rising at unpre- 
cedented rates. Interest rates might, on balance, be ex- 
pected to decline somewhat from the very high levels then 
current as part of an attempt to get the economy moving 
again, but any recovery in industrial growth was expected 
to be very slow in appearing. 

However, it was felt that, from a long-term point of view, 
both equity and gilt markets then appeared to be at 
historically low levels and the time had come to bring the 
cash balances into play. This indicated an increase in the 
commitment to the gilt market, and within this market a 
switch in emphasis towards the longer dated stocks. The 
bank also recommended some selective buying of leading 
equities that appeared to be particularly undervalued, with 
the emphasis on the consumer goods and financial sectors 
rather than capital goods and heavy industrial stocks. 
Finally, the commitment to property was increased, with 
the result that by the end of 1970 the make-up of the 
portfolio was as follows: 





Percentage 
by current 
К market value 

Fixed interest .. sa ae x fs 45 
Equities ji ne = E , 40 
Property 5: 45 z^ 5 - 10 
Cash on deposit me ps ia vi 5 
100 








The above gives a greatly over-simplified picture of the 
way in which the structure of investment policy needs to be 
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revised in the light of changing circumstances. It is in- 
tended merely to illustrate a technique, rather than to claim 
infallibility in its application. 

Moreover, it does not attempt to cover the more detailed 
problems of stock selection which are not affected by the 
general argument. But what I have tried to do in the article 
as a whole is to emphasize the need for a much greater 
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degree of flexibility in the management of pension fund 
portfolios than has traditionally been the case. I have tried 
to bring out the sort of considerations that will govern the 
formation of policy to take advantage of this flexibility, 
and to demonstrate the need for a much wider range of 
professional skills in order to assess these considerations 
than has ever been required in the past. 


Effective Management by Objectives 


' 


|| recent years, management education has been increasingly 
concentrated upon the behavioural sciences, and the problems 
of motivation and organization have figured largely in this field. 
One of the more practical consequences of this attention has 
been the development of ‘management by objectives’ as a 
motivational and control system. 

As with many other techniques, while undoubtedly being 
sound in theory, there have been practical problems in its 
application - problems that have perhaps not always been realized 
by those introducing it, and which, as a consequence, have 
reduced its effectiveness. 

The changes in managerial style that are implicit in the adop- 
tion of MBO are not always appreciated. In particular, the need 
to delegate responsibility to managers and allow them to get on 
with the job and be judged by results is not always easy for top 
management who have been reared upon quite different con- 
cepts. Moreover, allowing managers at all levels to exercise 
managerial judgement and decision-taking and to develop their 
capacities as managers can sometimes be seen as a threat to 
their own jobs by those holding more senior posts. 

There is no doubt, however, that a realistic MBO structure in 
a business will greatly increase the managerial potential and 
effectiveness. What then are the requirements of an effective 
system? Some of the factors are dealt with by Professor Reddin 
in an article entitled ‘Effective MBO’ which appears in the 
Spring 1971, edition of Management Decision. 


Conceptual basis 
The effectiveness of MBO is based upon four basic concepts: 


(a) Managerial effectiveness. The philosophy of management 
must be based upon an acceptance of managerial effective- 
ness as its central value. Without this it becomes little 
more than a high-class work study system. 


(b) Effectiveness areas. A key factor in MBO is the recognition 
that each post has associated with it certain outputs. 
For example, the effectiveness areas for a sales manager 
would include: 

Sales policies 
Sales volume 
Selling costs 
Line profitability. 

(c) Effectiveness standards. These are sub-divisions of effective- 
ness areas each of which incorporates measurement criteria. 
The standards of measurement chosen will be those 
which most suit the job in terms of its output requirements. 
For example, the effectiveness area of ‘profit’ might be 
broken down into the following effectiveness standards: 


Gross profit Profit as a percentage of sales. 


Net profit Profit as a percentage of capital 
Profit by line 
Profit by territory Rate of profit change. 

(d) Objectives. Objectives are related to effectiveness stan- 
dards, with time limits and numerical standards attached 
to them. For example, the effectiveness standard for the 
area of sales will be a money amount. The associated 
objective might then be to increase that value to a specified 


amount by a specific time period. 


Other aspects of management 


The introduction of the four concepts into the managerial 
framework is likely to have a number of consequential effects. 
The management process does not operate in a number of self- 
contained segments, but in the form of a number of inter- 
linked activities. Some of these effects can be outlined as follows: 


Managerial effectiveness 

The philosophy of the organization is likely to be radically 
changed if MBO is made effective. 

Effectiveness areas 

The need to define what outputs are needed and the structure 
required to obtain them will affect system design. 

Effectiveness standards 1 

Since опе will be defining what kind of manager is needed, 
there will be impacts upon job specifications, manager selection 
and training, and job evaluation. 

Objectives 5 
The defining of objectives is a part of the process of devising 
a corporate strategy. It will influence short-term budgets, and 
the measurement of outputs will appraise manager performance. 


Common effectiveness areas 


Aspects of particular management positions, such as those that 
have been dealt with so far, are specific effectiveness areas. In 
addition there will be a number of common effectiveness areas 
which are usually associated with each management position. 
Not all of these common effectiveness areas meet the tests of 
output and measurement used for specific effectiveness areas 
since, by their very nature, they are often designed to ensure 
organizational continuity. 


The common effectiveness areas are: 


Subordinate effectiveness area. A manager’s effectiveness will 
be conditioned not only by his own efficiency, but also by his 
ability to make his own subordinates effective. One of his tasks 
will, therefore, be to ensure that his subordinates develop 
effectiveness standards which align vertically with the line 
function, and horizontally with other departments. 


Innovative effectiveness area. This is not concerned with the 
implementation of changes proposed by others, but doing 


" THE 
496 


something new which originates within oneself. Its function is 
to get people to continuously question current products and 
practices. The standards for such an area might well include 
such aspects as proposing a specified number of new products 
producing a specified level of sales value; a specified number of, 
or resulting cost-saving value of, improvements in production 
methods. 


Project effectiveness area. Projects are not concerned with 
either one's normal job or changes connected with that job. 
They are something outside the normal range of activities which 
are assigned to the manager by his superior. The standards 
associated with such areas would include feasibility studies and 
trial runs of untested systems. Related objectives would include 
team problem solving. 


Development effectiveness area. This refers to the development 
of the manager himself in a way that will enable him to meet the 
objectives of his position. The associated standards would 
include acquiring skills of various kinds such as technical skills. 
The acquisition of the defined skill would then form a part of 
the objectives together with the period of time within which 
that acquisition must be completed. 

As an aid to ensuring that the right methods are adopted 


Tax Advantages of Timber 


| - Estate Duty Planning 
by G. R. BRETTEN, M.A., LL.B. 


ECTION бі (5) of the Finance (1909-10) Act 1910, 

as amended bv section 9 of the Finance Act 1912 and 
paragraph 7 of Part III of Schedule 17 to the Finance 
Act 1969, provides that where an estate in respect of which 
estate duty is payable comprises land on which timber, 
trees, wood, or underwood are growing, the value of such 
timber, etc., is not to be taken into account in estimating 
either (a) the principal value of the estate, or (b) the amount 
of estate duty. The section further provides that estate duty 
shall not be payable on the timber on the occasion of the 
death, but shall be payable on the occurrence of either of 
the following events: 

(1) if during the period elapsing until the land again becomes 
liable to duty upon a death the timber, trees or wood are 
felled or cut and sold; or 

(ii) if at any time the timber, trees, or wood are sold either 
with or apart from the land on which they are growing 
(i.e., are sold standing). 

Where standing timber is sold, estate duty becomes 
payable on the principal value thereof ascertained as at the 
date of the last death on which the land was actually 
chargeable, after deducting any estate duty paid since that 
. death in respect of timber, etc., sold after being felled or 
cut. In the case of cut or felled timber, etc., the Act provides 
that estate duty is payable on the net moneys from time to 
time received from the sale of the timber after deducting 
all necessary outgoings. 


The previous article appeared in The Accountant for July 22nd. 
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for skills zcquisition, the objectives should be output-oriented 
rather than input-oriented. As far as courses are concerned, 
this should be based not on what type of course but what 
terminal behaviour change the manager must achieve, 


Systems effectiveness area. The firm is a system of which the 
manager forms a part. Malfunction of the system will negate 
individual improved manager performance. The manager has a 
responsibility to ensure that his area of responsibility integrates 
with that system, and to keep a balance between a single 
minded pursuit of his own objectives at all costs and an ob- 
session with maintaining the system for its own sake. 

Co-worker effectiveness area. In some areas of activity in the 
organization there may well be the need to bring together 
representa-ives from several different departments or groups 
for a common purpose. These horizontal links may have just 
as importence consequences as the links upwards and down- 
wards. 

Personal effectiveness area. This relates to the manager’s own 
personal objectives and as such lies outside the formal MBO 
programme. It has relevance to the business, however, since 
where there is conflict between personal and other objectives 
managers will not be happy in their jobs. 


Strict application of this provision would have dis- 
advantageous estate duty consequences should the proceeds 
of sale of timber exceed the principal value of the timber at 
the date of the last relevant death. The distinction which is 
created in this respect between the sale of standing timber 
and the sale of felled timber was commented upon by the 
Lord Justice Clerk in Lord Advocate v. Countess of Seafield 
(1955 SC 125, at page 140): 

‘It seems clear that, once you sell unfelled timber, you 
become liable for the principal value and there is no suggestion 
that you should pay more. It may be arguable, however, 
whether this particular ceiling is imported into the earlier 
part of the subsection. If it applies in the one case, it would 
be unfair that it should not apply also in the other, but it is 
possible that in 1909 nobody had in view the enormous 
value which cut timber might reach and that nobody ever 
contemplated that enough timber could be sold as felled 
timber to reach the ceiling.’ 


In practice, however, no distinction is drawn between the 
cases, as by Revenue concession where timber is felled 
or cut and sold the amount of the sale moneys on which 
duty is charged is limited to the value of all the timber, 
trees, and wood as at the date of death. 

Estate duty on the net moneys received from the sale of 
felled or cut timber becomes payable as and when such 
moneys are received, and interest is stated to be payable 
at the anrual rate of 3 per cent from such date. In respect 
of interest accruing on or after April 13th, 1943, however, 
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the practice is to charge only at the annual rate of 2 per cent 
(Green’s Death Duties, 6th edition, at page 724). 


Accountability 


As to the question who is liable to pay estate duty on timber 
when the charge to duty arises, section 61 (5) of the 
Finance (1909-10) Act 1910, as amended, provides that 
the owners or trustees of the land on which the timber 
stood shall account for and pay the duty. 

The phrase ‘owners or trustees’ was construed in Re 
Smyth ([1918] 1 Ch. 118) so as to make accountable for 
duty a tenant for life not impeachable for waste who had 
sold timber. Swinfen Eady, LJ, there commented (at page 
124): 
Me word “owners” there probably extends to and 

includes a limited owner; a limited owner is an owner, and 

the phrase "the owners or trustees of such land" is not an 

accurate, but rather a loose expression. It may well be that a 

limited owner as well as an absolute owner is within the 

expression.' 

Where timber is felled or cut and sold, with the conse- 
quence that duty becomes payable in respect of the proceeds 
of sale, the statute provides for the deduction of ‘all 
necessary outgoings since the death of the deceased’. The 
phrase “necessary outgoings’ is nowhere precisely defined, 
but should be understood to include general forestry and 
replanting expenses, expenses of felling and drawing out 
the timber, and expenses of sale (Green’s Death Duties, 
6th edition, at page 724—725). There is no allowance for 
‘outgoings’ where timber is sold standing. 


Reversionary interest 


Section 61 (5) of the Finance (1909-10) Act r9ro, is 
expressed to apply where an estate comprises land on which 
timber is growing. In accordance with a notice dated 
August 25th, 1955, issued by the Board of Inland Revenue, 
the current practice is to regard the section as having no 
application to the death of a person entitled in remainder 
or reversion to land bearing timber. 

It follows that, in the computation of the estate duty 
payable in respect of the estate of a reversioner, the valua- 
tion of his reversion to land bearing timber must be taken 
into account for the purposes of aggregation and assessment. 


Agricultural relief 


Relief under section 61 (5) from the general estate duty 
provisions is restricted to the value of the timber, trees, 
wood or underwood growing on tbe land; it does not extend 
to the land itself. On the death, therefore, of a person whose 
estate comprises woodlands, the value of the land on which 
the timber is growing must be brought into the estate duty 
computation. 

A substantial measure of relief is, however, afforded 
by the fact that the land is eligible for agricultural relief, 
since woodland is included in the definition of 'agricultural 
property' in section 22 (1) (g) of the Finance Act 1894. 
Section 23 of the Finance Act 1925, as amended by section 
28 (1) of the Finance Act 1949, provides that, where an 
estate comprises agricultural property, estate duty shall 
be charged on the agricultural value of the property 
according to the same scale as applies.in other cases with a 
reduction of 45 per cent in each of the rates. It should be 
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noted that there will be further liability to duty if the actual 
value of the land exceeds its agricultural value, which is to 
be taken to be the value which the property would bear 
if it were subject to a perpetual covenant prohibiting its 
use otherwise than as agricultural property. 

Section 28 (2) of the Finance Act 1954 extends the benefit 
of agricultural relief to the case where the estate of the 
deceased comprises not woodlands but shares or debentures 
in a company engaged in forestry, in respect of which shares 
or debentures estate duty is chargeable on an assets basis 
in accordance with section 55 of the Finance Act 1940. 
In such a case, estate duty is chargeable at the reduced 
rate on such proportion of the net value of the shares and 
debentures as is attributable to the agricultural value of the 
agricultural property occupied by the company for the 
purposes of forestry. | 


Sale of underwood 
Section 61 (5) of the Finance (1909-10) Act 1910 excludes 
from the charge of estate duty on a person's death the 
value of ‘timber, trees, wood, or underwood’, growing on 
land comprised in his estate. The section goes on to provide 
that duty shall become payable when either (a) the timber, 
trees, or wood are felled or cut and sold, or (b) the timber, 
trees, or wood are sold, either with or apart from the land 
on which they are growing. The sale of underwood does 
not, however, in either case give rise to any liability to duty. 
‘Underwood’ is not statutorily defined. It apparently 
signifies ‘a species of wood which grows expeditiously and 
sends up many shoots from one stool, the root remaining 
perfect from which the shoots are cut, and producing new 
shoots, and so yielding a succession of profits’ per Bayley, J, 
in R. v. Ferrybridge (Inhabitants) (1823) 1 B. & C. 375, at 
page 384. Further guidance may be derived from Littledale, 
Js description іп R. о. Narberth North (Inhabitants) 
(1839), 9 Ad. & El. 815, at page 818: 'Small wood, never 
likely te be used for timber, may be called underwood; so 
may plantations of timber trees, not intended for permanent 
growth, but to be cut at stated intervals for use as hop poles, 
or for other similar purposes.’ 


Estate duty advantages 
From an estate planning viewpoint, the advantages of 
investment in woodlands may be summarized as follows: 

(1) The value of timber is not aggregated with the value 
of other property comprised in the deceased’s 
estate for the purposes of assessing duty. The estate 
rate applicable on death may, therefore, be kept low 
by investment in timber. 

(2) Payment of duty on timber is postponed until the 
timber is sold. 

(3) Whether the timber is sold standing or felled, the 
amount on which duty is charged is limited to the 
value of the timber as at the date of death. 

(4) The rate at which duty is payable is that attributable 
to the estate in which the timber was comprised 
without aggregating either the value of the timber or 
the proceeds of: sale.-If}:therefore, the estate rate is 
kept low, only a relatively small amount of duty will 
be payable on the timber. 

(5) Agricultural relief is available. * 

(6) Sale of underwood is exempt from duty. 
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Books 








The Arts of Top Management: A МсКіпѕеу 
Anthology 

' edited by ROLAND MANN. 

McGraw-Hill, £4:25. 


Assemble a collection of essays by a panel of authors writing 
on various aspects of a common theme, add another expert in 
the same field to give overall editorial direction, and you have a 
well-proven formula for a likely best-selling management 
textbook. This particular one bears the impeccable imprint 
of the House of McKinsey – management consultants to the 
Bank of England and many other pillars of the British commer- 
cial and industrial establishment. 

Not unexpectedly, the contributors are preponderantly from 
the American offices of the firm, but readers on both sides of the 
Atlantic are now sufficiently close to each other in their ways of 
thinking and expression to take any obvious differences of style 
and temperament in their stride. The principal virtue of this 
kind of format is that the busy reader can dip at will into which- 
ever chapter or section shows greatest promise of a worth-while 
return on invested time and there is a wealth of material to 
choose from. 

As its title implies, the inden theme is keyed to the top 
strata of management thinking and only occasionally do any 
of the authors descend to the ‘nuts and bolts’ level of techniques 
and ways and means. Indeed, very little space is devoted to 
specific financial aspects, though in a contribution by J. Roger 
Morrison (a director in the McKinsey London office) this 
reviewer’s attention was riveted by an advisory paragraph 
‘Beware of the book-keepers’ which warns against accepting 
advice [from an accountant?] that low-return activities should 
be persisted with because they ‘absorb overhead’ — instead of 
making profit! 

However good a manager rates himself, he should be able to 
learn something to his advantage from browsing through this 
excellent book. + 


The Computer Users’ Year Book 1971 

The Computer Users’ Year Book, 18 Queen’s Road, Brighton, 
£775- 

‘Two chartered accountants have written special articles for this 
year’s edition of The Computer Users’ Year Book, the standard 
work of reference for the United Kingdom data processing 
industry. Mr Maurice Ashill, r.c.a., Secretary-General of The 
British Computer Society, writes on the role of the Society, and 
Mr A. К. К. Hardcastle, в.с.л., general manager of Computer 
Analysts & Programmers, discusses ‘Professionalism in data 
processing’, referring to the ethical requirements of a pro- 
fession. 

The 1971 Year Book has 13 sections occupying over 600 
pages, the two largest sections being the ‘Guide to equipment 
and supplies’ which contains detailed information covering a 
wilesrange of hardware, and the ‘Directory of Computer Instal- 
lations’ listing 5,394 central processors at 3,814 locations. 
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Another very useful section is that dealing with training facilities 
and courses; all types of tutors are mentioned, whether they 
are commercial tutorial enterprises, hardware manufacturing 
companies, professional institutes or polytechnics. The range of 
subjects teught covers computer appreciation, DP management 
training, systems analysis, programming and operator training. 

The Computer Users’ Year Book is now an information pack- 
age of immense scope and detail. It will undoubtedly make life 
much easier for those involved in the day-to-day management of 
computers and data processing departments, and for those who 
provide them with equipment and services. 


Planning Profit Strategies 
by E. J. BROSTER. 
Longmans, £4:50. 
This book is about management — and management with a view 
to maximising profit. The author states: ‘For the enterprise as a 
whole there is only one objective and that is profit’, and again: 
‘it is an assumption . . . that all commercial undertakings are 
in business solely for the profit that can be made'. Profit is seen 
as the end objective, all other management objectives being: 
subordinate to that and are what are called ‘means objectives’. 
'The auzhor examines the various techniques available to 
management in assessing profitability, and although this is 
neither a work on accounting nor mathematics, both disciplines 
are used to advocate lines of thought and practice. There are. 
12 chapters ranging from business ratios to personnel manage- 
ment, together with five appendices, including model building, 
regression analysis, and the theory of optimum pricing. 
The book is one of the publishers’ Management Studies Series 
intended primarily for managers in industry. It is also aimed at 
students, but it is probable that the acolyte will find it fairly 


heavy going. 


The Management of Working Capital 
by James MCN. STANCILL. 
International Textbook Co. Paperback £ 1:75. 


Failure to manage working capital satisfactorily has been the 
downfall oz many a company. It is not just a question of retain- 
ing sufficient cash but also of deciding how much to retain in 
near money, i.e., of gearing working capital effectively. Optimum 
stock levels have to be decided, as also how much credit can be 
given. Again, how much of apparently free cash is it safe to put 
into marketable securities. 

This book tackles all these problems, and more, in a manner 
that ranges from the remarkably lucid to the irritatingly 
obscure — this latter because of the terminology sometimes 
employed. Nevertheless, given a good working knowledge of 
higher business mathematics, this is a valuable and useful book. 


RECENT PUBLICATIONS 


Неу“оор & Massey Courr or PROTECTION PRACTICE, ninth 
edition, >y D. С. Hunt, M. E. Reed and R. A. Whiteman. 
xl+524 pp. тох 64. Stevens, £10°30. 

‘THEORY AND PRACTICE OF INVESTMENT, by Т. G. Goff. xi4-220 pp. 
9X6. Heinemann, £250, paperback, #1'50. 

A First COURSE IN BUSINESS ORGANIZATION, edited by A. Davies. 
xid-255 pp. 9X6. Allen & Unwin, £3:25, paperback, £1-50. 
THE FUTUFE OF STERLING AS AN INTERNATIONAL CURRENCY, by 

B. J. Cohen. xviii-+ 260 pp 9 X 54. Macmillan, £4:50. 

CONCISE CONTRACT AND MARKETING (INCLUDING Товт), by 
S. M. A»pavoo. ххуп-- 288 pp. 8x5. Charles Knight & Co, 
£3°50; paperback, £2. 

DocuMENTATION, by Frank Whitehouse. 181 pp. 9$ x 6. Business 
Books, £4. 


'These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, 151 Strand, London WCaR 1JJ. 
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Oddenino's Remarkable Growth 


DDENINO'S Property and Investment Company is a 

mixture not of property and investment but of property 
and hotels. The company sprang from the world famous 
Oddenino's restaurant and hotel, and in 1954 the hotel property 
was the only one the company owned. It was then that the 
present main shareholders including the chairman, Mr Instone 
Bloomfield, acquired the share capital. 

Mr Bloomfield, in his statement with the 1970—71 accounts, 
allows himself 'a nostalgic moment' in reporting the disposal 
of the original property at 54-62 Regent Street. The book value 
was £262,000 and the price realized £830,000. But since 1954, 
with only one injection of £1 million of ordinary capital by way 
of a rights issue in 1965, the company's fixed assets have grown 
to a £25 million book figure, with their estimated value inevit- 
ably substantially ahead of that amount. 

‘The growth’, as Mr Bloomfield puts it, ‘has come entirely 
from within, with no recourse to takeovers of other companies 
or such" means of expansion. The business operates property 
investment in the United Kingdom, the United States of 
America, Canada, Europe and Australia with, in addition, a 
thriving and substantial hotel division as part of our under- 
taking.’ 

That is where the mixture comes in. As the first note to the 
accounts shows, more than half the profits, before interest, 
come from the hotel division. 


Hotel profits 


The £r million of hotel profits was in line with the forecast 
made in the previous accounts, and although in the current 
year profits on the same basis of before tax and inter-group 
adjustments are expected to be about £750,000, the board’s 
target is to reach £1°5 million in about three years and £2 million 
in six, excluding, of course, any further acquisitions or additions. 

The hotel division consists of the Royal Garden, The White 
House, Athenaeum Court, Alexandra National and Hotel 
Westminster in Paris. New hotels being built are at Swindon 
(x00 bedrooms) and Brussels (325 bedrooms) to bring the 
company’s total number of bedrooms in Europe in the division 
to 2,225. The lower rate of profit expected this year is because of 
major works programmes at the White House and Athenaeum 
Court, and the very slow start to the tourist season in London 
this year as the result of the postal strike and the aftermath of 
the US recession. 

Such is the Oddenino's property and hotel mixture that the 
board have long considered ways and means of unmixing. The 
directors, Mr Bloomfeld says, have been seriously examining 
means of putting the hotel division into a separate and self- 
contained entity — ‘many ideas are being explored from separate 
quotation to merger or other means of exploiting this valuable 
asset'. It is clear, all the same, that the temptation to expand the 
hotel division cannot be resisted. 


Effect of Common Market entry 


Ownership of the Hotel Westminster in the Rue de la Paix 
was achieved last year when Oddenino's acquired 98:6 per cent 
of Société Anonyme Hotel Westminster. The hotel is being 
refurnished and 'results will not be of any consequence for some 
time'. Contracts have also been exchanged to acquire the 


famous Colisée restaurant and bars on the Champs Élysée and 
that will give the division a valuable entrée into the catering 
business in Paris. The hotel being built in Brussels in just off 
the Grande Place and should be ready to open in the middle of 


73. 

While, therefore, the directors may ‘seriously examine’ propo- 
sitions to spin off the hotels organization, the reader of Mr 
Bloomfield’s report may wonder whether in fact a final decision 
to do so will be taken. Take, for example, the chairman’s view 
that on Britain joining the Common Market ‘the whole atmo- 
sphere within a few years will be transformed in the United 
Kingdom and indeed throughout the Continent’ and that 
‘within a decade or so it is inconceivable that a market of 300 
million people cannot be of great value to us as the most 
sophisticated and politically mature nation in Europe’. 

On that score Mr Bloomfield can only commend to share- 
holders ‘serious long-term thinking on the possibilities of a 
group such as Oddenino’s in this new Europe’. That hardly 
ties in with a decision to let go, even to arm’s length, a valuable 
asset now directly and fully owned. ‘Exploiting this valuable 
asset', while at the same time controlling it, will not be easily 
achieved. That much has already been shown in the time the 
directors have already taken examining the proposition. 


Overseas property 


Of Oddenino's UK property portfolio, 94 per cent is commer- 
cial in the shape of office and top-class shops and stores, and 
6 per cent residential. United States properties produce 'satis- 
factory' revenue, although the company is burdened with high 
interest rates on secondary finance. But in the past year the 
company has taken £166,000 depreciation on US freehold 
properties because of tax advantages. 

In Australia, the company is concerned with Lend Lease Ltd, 
of Sydney, in a £46 million project which is one of the biggest 
City commercial developments ever planned there. Office 
building in Toronto involving 20 million Canadian dollars in 
which the equity is estimated to be worth about 15 million 
dollars when the building is completed shows, with the other 
overseas projects, the extent of Oddenino's property interests. 

It will be seen that the bulk of end-year capital commitments 
was in connection with expenditure outside the United King- 
dom. Not that everything abroad is property roses. In the year 
under review Oddenino's sold their shares in Investissements 
Fonciers Oddenino, having withdrawn from a development 
project in Paris. T'he small deficit has been written off against 
reserves. 

Although there are just short of 2 million Oddenino's shares 
in the boardroom, institutional interest in the equity is strong. 
Pearl Assurance holds just over a million shares and Pension 
Funds Securities over 700,000. ' 


Decca 


BLIGATIONS under the Act make the Decca company's 
report and accounts much more informative than they úseti 
to be, but the much-knighted board still believes that the 
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` annual meeting is the time and place for the chairman’s state- 
ment. Sir Edward Lewis, chairman of a four-man board whose 
other three members are Sir Robert Adeane, Sir Cyril Entwistle, 
and Mr M. A. Rosengarten, who is Swiss, has always been an 
annual meeting man. 

This year he should have plenty to speak about since the 
1970—71 accounts show а fall in pre-tax profits of 22:33 million 
to £3 million, even though turnover rose £5:4 million to £66-7 
million. Profits on consumer goods (records, radio, television, 
etc.) were down from 24:61 million to £3:27 million, with a 
1969-70 profit on capital goods (electronics, navigator and 
radar equipment) turned into a £270,000 loss in the year under 
review. 

Difficult market conditions in the US record industry, costs 
‘of international exploitation of navigational equipment for 
airlines, particularly in the US, and production problems at 
home affecting the output of the radar company were the main 
` reasons for the profit fall. This year looks better with UK colour 
television sales buoyant, electronic equipment orders high, 
radar and navigator production back to making a ‘major 
contribution' to profits, and only the US record situation still 
UBI and there is even some sign of improvement 
there. 
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ODDENINO'S PROPERTY AND INVESTMENT 
COMPANY LIMITED AND ITS SUBSIDIARIES 


CONSOLIDATED PROFIT & LOSS ACCOUNT 
FOR THE YEAR ENDED 31st MARCH, 1971 


‘Turnover 


Profit before Interest 

Net interest pzyable . 

Profit before Taxation 

Taxation on tha profit for the year 


Profit after Taxation 
Minority interest 


Gross dividends 
Preference, paid 
Ordinary, proposed 


Unappropriated profit carried to reserves 


1971 
Notes £000 £000 
1 7,780 
.land2 2,089 
2 1211 
| 878 
3 195 
683 
415 
568 
3 

263° 
—- 266 
4 302 


1970 
£000 £000 
7,017 


1,888 
1,286 


602 


104 


. The Notes on pages [495 to 496] form part of these Accounts. 





ODDENINO'S PROPERTY AND INVESTMENT. 
COMPANY LIMITED AND ITS SUBSIDIARIES 


" CONSOLIDATED BALANCE SHEET 
AS AT 31st MARCH, 1971 
































1971 1970 
А Notes £000 2000 £000 £000 
SOURCES OF FINANCE » 
Ordinary Shareholders 
Ordinary share capital . — . 1,315 1,315 
Reserves Е . . А . kd 3,252 ,639 
4,567 ——— 3,954 
Preference Shareholders . T . 50 | 50 
* Minority Shareholders . . а i 171 55 
Secured Loans Я « 2S 18,185 19,056 
{repayable in not less than one "year) . 
22,973 23,115 
INVESTED IN у 
Fixed Assets И . 6 25,182 24,101 
Associated Company  . $c. 7 a7 . 172 
investments . 2, а . eto. 8 9. 27 
Current Assets ` 
Stocks . . eM а М б » $9 : 266 (213 
Debtors . š ; š Р 1,097 s 1,052 
Deposits . Е И x P = 19 677 
Cash 1,479 201 
— 2,861 2,143 . 
28,224 26,443 
Less: Current Liabilities 
й Short term loans . s n . 10 2,031 539 
Creditors . x " . . 1,683 А 1,350 
Taxation . А А 563 . 437 
Bank loans and overdrafts ` 5 = 44 1,061 695 
Proposed dividend . н à 263 217 
Р · 5,601 3,238 
22,623 23,205 
Less; Overseas Deferred Taxation . 526 536 
22,097 -22,669 
Intangible Assets 
Goodwill on consolidation : 779 318 
Deferred revenue expenditure . . 12 97 128 
и — 876 — 446 
22,973 23,115 





INSTONE BLOOMFIELD, Director 
@ ARNOLD I. MILLER, Director 


The Notes on pages [495 to 496] form part of these Accounts, 


ODDENINO'S PROPERTY AND INVESTMENT 
COMPANY LIMITED 


BALANCE SHEET 
AS AT 31st MARCH 1971 

















1971 
Notes £000 , £000 
SOURCES OF FINANCE 
Ordinary Shareholders 
Ordinary shares of 25p each . 1,315 
(authorised £1,500,000) 
Reserves `. . . 4 1,587 
— 290 
Preference Shareholders 
54% cumulative preference shares of £1 each 50 
(authorised £50, 
Secured Loans 5 
72% first mortgage debenture stock 1983-88 2,900 
Other loans . . 1,121 
4021 
6,973 
INVESTED IN r 
Fixed Assets . 6 412 
Subsidiaries 13 and 14 6,729 
Associated Company 7 66 
Ínvestments 8 9 
Current Asssts 
Debtors 93 
Cash 1,127 
1,220 
8,436 
Less; Current Liabilities 
Creditors 384 
Taxation . 5 (5) 
Ban« loans and overdraf 11 821 
Proposed dividend 263 
1,463 
6,973 











1970 

£000 £000 

1,315: 

1,128 
— 2,443 
50 

2,900 

766 
——— 3,666 
6,159 
492 
6,538 
66 
7 

193 
ELT 193 
7,306 

142 

129 

659 

17 
— 1,147 
6,159 


` The Notes on pages [495 to 496] form part of these Accounts. 
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City Notes 


IDWAY through the ‘talking season’, which blights 

business at this time of the year, the stock-market is once 
again trying to make up'its mind about next year’s oft-forecast 
bull market. The talking season brought the familiar round of 
speeches at the International Monetary Fund annual meeting 
in Washington and also the familiar lack of evidence of concerted 
action in the currency scene. 

Present assumption is that the foreign exchange market will 
be left to work out its own salvation for a few weeks. The next 
meeting of ‘The Group of Ten’ may bring something approach- 
ing concrete proposals and even firm decisions on the subject of 
currency realignment, but in the interim the IMF talking match 
merely takes the argument a little further without any conclu- 
sions being reached. ў 

On the political front, the political conferences continue to be 
a remarkable hot air operation with this week’s Labour Party 
Conference putting the action on the Common Market debate. 
The Tory Party Conference is likely to prove a more soberly 
argued affair with events such as the Macclesfield by-election 
result providing the touchy points. 

During these talking exercises the stock-market is apt to be 
wafted one way or the other by the flow of hot talking air. But 
there is, all the same, a growing feeling that the market has been 
a shade too optimistic in forecasting 1972’s bull movement too 
far ahead too soon. 

* ж * * 


URRENT economic surveys are still showing industry 

confident of a consumer boom in 1972. This is the same 
confidence that has been expressed before — even as long ago as 
last spring — but its application has been delayed. Last spring 
the consumer boom was confidently expected to have been 
developing by now. But now the consumer boom is expected to 
be developing next spring. 


Whereas a consumer boom developing now would probably 
have meant a capital investment expansion next spring, a 
consumer boom next spring will mean capital investment 
expansion a year from now. And on that basis the stock-market 
at its pre-IMF meeting pitch was in danger of overdoing the 
discounting stuff on which it prides itself. 

Before, in these notes, it has been suggested that if the rise in 
prices continued the market, particularly for equities, would be 
in an overbought position by the end of the year. Buyers would 
have bought in anticipation of a rise which they had already 
engineered, The market, in fact, would have run out of buyers. 

À fair bout of profit-taking will, therefore, correct the market's 
technical position, Even so there is still a premium on patience 
in equities as yet. 

* * * * 

HE bullish mood has turned from equities to fixed-interest 

stocks and a strong performance in the gilt-edged market has 
reflected final and belated adjustment to the reduction in Bank 
rate as well as a broadening view that interest rates generally are 
on the way down. It is arguable that, with unemployment likely 
to rise to a million during the winter and credit conditions as 
free as they can be expected to be, there is no case internally for 
hanging on to high interest rates. 

Particularly important in interest rate terms is ће Building 
Societies Association Council’s decision on investment and 
lending rates. In some National Savings sectors the building 
societies can still point to competition on rates but local 
authority investment rates lead building societies with the 
competitive edge at present. 

The Council’s decision should be for a minor reduction in 
rates with a reminder that building society borrowers have all 
along been shielded from the worst effects of the high interest 
rate period. 


RATES AND PRICES 


Closing prices, Monday, October 4th, 1971 


Tax Reserve Certificates: (26.4.71) Companies 44%; 
2%% surrendered for cash; Personal 4% 


Bank Rate Money Rates 

Nov. 18, 1967 8% Маг. 5, 1970 7396 Day to day .. 4$-5196 Bank Bills 
Mar. 21, 1968 7% April 15, 1970 7% 7 days :. - 48-55% 2 months 48-4 1$ 26 
Sept. 19, 1968 796 April 1, 1971 6% Fine Trade Bills . 3 months 453-448 96 
Feb. 27, 1969 896 Sept. 2, 1971 596 3 months .. 51-5396 4months'  .. 4582-418 96 

у 4 months .. 5i-5i96 6 months .. 43-54% 

Finance House Base Rate – October 1st, 1971. 6% 6 months .. 5i-5i96 
Treasury Bills Foreign Exchanges 
July 3o .. .. £5°5642% Бер!. 3 .. £49165% New York 2:4890 Frankfurt 82717 
Aug. 6 = .. £56301% Sept. 10 .. £48633% Montreal .. 2'5091 Milan 1523'00 
Aug. 13 .. £5°7252% Sept. 17 ~.. £48049% Amsterdam .. 8:38 10 Ово 17'0525 
Апр. 20 .. £58288% Sept. 24 .. £4°7531% Brussels 117:06 Paris 1377500 
Aug. 27 . £58052% Oct. 1 . £4°7235% Copenhagen 18-0767 Zürich 9°8350 
Gilt-edged 
As well as the usual prices quoted at the close of business 
on press day, we also give below the quarter-end prices. 

Sept. 3oth Oct. 4th | Sept, 3cth Осі. 4th 
Consols 4% 46$ 47 Funding 64% 85-87 861ха 87i 
Consols 23% 28ixd 29 Savings 3% 65-75 918 911 
Conversion 34% .. 40ixd 414 ‘Treasury 9% 1994 “a => : 105 106% 
Conversion 54% 1974 98 ie 98 d Treasury 64% 1976 hs x i .. 993 100 
Conversion 6% 1972 Е Е: = IOI ŞE 100 Treasury 34% 77-80... 56 Зе e 82$ 834 
Funding 34% 99-04 5 КЕ Є sS 251 51$ Treasury 34% 79-81 — .. m ex .. Sof 814 
Funding 4% E an .. .. 97xd 974 Treasury 5% 86-89 ia az .. e 722 73 
Funding 5196 78-80 91$ 92% Treasury 5$% о8-12 ... E 2; e 62$ 68 
Funding 54% 82-84 871 88 Treasury 23% 283xd 20 5 
Funding 52% 87-91 we "m e .. 77xd 78 Victory 4% .. 97i 974 
Funding 6% 1993 :: ne ss or SITE 77% War Loan 34% 414 424, 


THE 


498 ` | | 


Letters 








institute Subscriptions 


; . Sr, – Тһе Special Meeting called by The Institute of Char- 
tered.Accountants in England and Wales on September 3oth, 
in order to put forward the resolution that subscriptions should 
be increased generally, had a really pitiful attendance and on a 
show of hands 69 people voted for the resolution and 13 voted 
against. I attended the meeting myself, and it amused me to 
think that any speaking or discussion of or about the subject 
was completely irrelevant as it could not possibly influence the 
votes which had already been received by post which were 
8,642 for the motion and.3,959 against. The votes by post, of 
course, were slightly adjusted by those present and voting who 
had not voted by post. 

Tt seems truly incredible that, out of a present membership of 
51,828, only 12,601 people are interested enough to vote. It 
seems also incredible that the total membership of the Institute 
are not given the chance to read the facts, listen or read other 
people's views, criticise if they so wish, and try to get a firm 
understanding of the particular resolution that is being put 
forward. 

The only way of doing this is, of course, to create publicity in 
the press and have a series of letters from different members 
printed therein well before any meeting to vote for or against 
the resolution. 

My own. idea is to try and remove some of these ridiculous 
historical differentials on subscriptions based on geographical 
and categorical limits and to this end I read out to the Special 
Meeting a written memorandum which I wanted people at the 
meeting to sign. The memorandum read as follows: | 

. "September 30th, 1971 
The undersigned members of The Institute of Chartered 

Accountants in England and Wales hereby requisition a 

special meeting cf members to be held at the same time as the 

next annual general meeting on Wednesday, May roth, 1972, 

in order to bring a resolution at that meeting to eliminate all or 

many of the differentials in members' subscriptions and estab- 
lish a single subscription rate for all members. The actual 
resolution will be worded at a later date in conjunction with the 

Secretary. The above meeting is being requisitioned according 

to bye-law 94.’ : 

Under bye-law 94, 100 members have to give their consent to 
‘requisition a special meeting of members and it was, therefore, 
impossible to gather the amount required from the poor 
attendance at the special meeting. 

. I understand that a special committee was appointed on 
October 7th, 1970, to consider the objectives of the Institute, 
the policies it should pursue and the financial implication 
thereof [The Accountant, October 15th, 1970] These terms of 

reference clearly cover the need to consider subscription 
’ differentials. It is now one year from that date and we have as 
. yet received not one thing on this particular point from the 

special committee. | po E 

The number of members in each of the existing categories 
and the total of present subscriptions by categories are shown 
below [see next column]. —— "EY 

The proposed increase approved by the special meeting on 
September 3oth, including a figure of £21,600 for new admis- 
sions should be £890,000. | 
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Annuai subscriptions No.. £ £ 
Category £ 
А 32 - - T 2,942 94,144. 
В 28 " 32 E 651 . 18,228 
E 26 25 a 2h 7,113 184,938 
Бог 55 s us 1,690 35,490 
. С ar 5 105 
J 16 14,429 230,864 
К 12 14,526 174,312 
L 12. os D 5o 600 
. M 12 n ez on 2 24 
.N 9g 3,206 28,854 
P 7 3,291 23,037 
Q 2 299 598 
(OR X 31 31 
Z 1 3,593 3,593 
1,828 ,818 
New admissions: j 195 
1,200 at {12 .. 14,400 
1,200 at £6 7,200 
21,600 
Tota! .. £816,418 


By May īst, 1972, the estimated membership of the Institute 
will amount to 52,856 and if there were no differentials the 
amount of subscriptions which would be received if each 
member say, paid £20 each, would amount to £1,057,130. This, 
of course, is far in excess of even the Institute's budget. 

I would be interested to see exactly what reaction members 
have to the elimination of differentials, and if members are 
willing to requisition a special meeting of members in order to 
put-forwzrd a resolution eliminating all or many of the differ- 
entials in members' subscriptions. 


Yours faithfully, 
London N12. RAYMOND 5. ZEITAL, А.С.А., A.T.LI. 


Literary Accountants 


Sir, — It is sad that your correspondents to date should not have 
mentioned that great Anglo-American poet of accountancy, 
Т. S. Eliot. Yet what could excel: 


‘I shall not want Capital in Heaven 
For I shall meet Sir Alfred Mond 
We two shall lie together, lapt 

In a 5 per cent Exchequer Bond’? 


Perhaps for the answer to that question we should turn to that 
well-known revolutionary poet, Bertholdt Brecht: | 
‘Ah, how very sorely they're mistaken, 
Who think that money doesn’t count 
Fruitfulness turns into famine 
When the kindly stream runs out.’ 

Or nearer home, to Professor Stephen Spender (erstwhile 
revolutionary?) when we begin to worry about the interpretation 
of accounting communications: - 

‘Readers of this strange language 

We have come at last to a country 


Where light equal, like the shine from snow, strikes all faces 

Here ycu may wonder _ ND 

ће was that works, money, interest, building, could ever 

e. А : | 

The palpable and obvious love of man for man.’ 

In fact, Sir, if I may be so immodest, and if there should be 
any of your readers sufficiently flush to find 150 new pence, may 
I recommend (surprisingly enough) a copy of the sixth edition 
of Carter's Advanced Accounts? — 

, Perhaps you could offer a prize for the first reader to identify 


the quotation from the above which is not in that edition? 


Yours faithfully, 


London NW3. DOUGLAS GARBUTT. 
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National Taxation Conference 


HE twenty-first National Taxation Conference, organized 

by our contemporary Taxation, opened last Friday 
in the De Vere Suite, Royal Bath Hotel, Bournemouth, 
before a large audience of members of the accountancy and legal 
professions and representatives from industry and commerce, 
and continued until last Monday afternoon. 

The conference, under the chairmanship of Mr Percy F. 
Hughes, Editor of Taxation, heard addresses by the country’s 
foremost experts on diíferent aspects of income tax law and 
practice, especially recent new legislation, and the programme 
included a number of social functions as well as special events 
for the ladies. There was also a golf competition for the Taxation 
Challenge Cup which was won by Mr D. G. Ion, of Bolton. 


CHAIRMAN’S OPENING ADDRESS 
Opening the conference, Mr Percy F. Hughes said: 

Looking back over the past 20 years to our first conference in 
Eastbourne in 1951, I am conscious of a period of continuous 
change in the field of taxation. Some of the highlights have been: 

(1) The consolidation of the Income Tax Acts in 1952, which 

had not been done since 1918. 

(2) The introduction in 1952 of the short-lived excess profits 

levy. 

(3) The introduction of income tax assessments in the Isles 

of Scilly. 

(4) T'he introduction in 1954 of the investment allowances on 

capital expenditure on new assets. 

(5) Beginning of drive against dividend-stripping. 

(6) The division in 1956 of Schedule E assessments into three 

cases. 

(7) The creation in 1957 of ‘overseas trade corporations’. 

(8) The introduction in 1960 of new provisions relating to the 

assessment of tax, interest and penalties in back duty cases. 

(9) The anti-avoidance legislation in- 

troduced by the Finance Act 1960, 
including the notorious section 28. 

(10) The introduction of short-term 
capital gains legislation by the 
Finance Act 1962. 

(11) Changes relating to the assessment 
of income from property, including 
premiums, and the repeal of Sche- 
dule A by the Finance Act 1963. 

(12) The Finance Act 1965, with capital 
gains tax and corporation tax. 

(13) Investment grants in 1966 and 
betterment levy in 1967, both of 
which have now ceased to exist. 

(14) The Capital Allowances Act 1968. 

(15) The Special Charge. 

(16) The consolidation of the income tax 
and corporation tax legislation by 
the Income Tax (Management) Act 
1970, and the Income and Corpora- 
tion Taxes Act 1970. 

(17) In 1971, the repeal of short-term 
capital gains tax and proposals for a 
new personal system of taxation. 





However, throughout the whole of this period there have been 
innumerable amendments to the law relating to income tax, 
profits tax, corporation tax, capital gains tax, Customs and 
Excise duties, estate duty and bingo duty. Surely a formidable 
list, and we must not overlook the fact that throughout this time 
the law has been confirmed, interpreted and changed by case 
decisions in the Courts. It is not surprising, therefore, that tax 
administration has been a little difhcult at times during this 
period. 


Consolidation of the law 


From time to time I have pleaded for the consolidation of the 
estate duty and capital gains tax legislation. You will remember 
that the estate duty legislation goes back to 1894. However, 
earlier this year there was an announcement that consideration 
was to be given to ‘certain proposals which have been made with 
a view to preparing the ground for consolidation of the estate 
dutv legislation'. I wonder if we will have this by the time we 
celebrate our twenty-fifth conference in 1975? I refuse to be 
pessimistic about it. 

The news is not so good about the consolidation of the capital 
gains tax legislation. Although the consolidation of the capital 
gains tax legislation is considered to be desirable, it has been 
announced that the recent origin of the tax and the Govern- 
ment's declared intention to undertake a general review of the 
tax laws suggest that further amendments are probable in the 
next few years and, therefore, it will not be practicable to em- 
bark upon consolidation in the very near future. The statement 
ends on the following cheerful note: 

‘But for these considerations, this topic would have deserved 
a high priority in our programme.’ 

However, I still say that it is high time that this task was putin 
hand. The longer it is delayed, the worse it will be for all con- 
cerned. The number of amendments which have been made to 
the capital gains tax legislation since 1965 is colossal and, of 


A i 


Sir Richard Yeabsley, C.B.E., F.C.A., /eft, and Lady Yeabsley, being greeted by Mr and Mrs 
Percy F. Hughes at the reception on Friday. 
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“course, there have been amendments to amendments, and some 
_ have operated from a variety of diferent dates. In my view, the 
relatively short-time the tax has been in existence is of little 
consequence. What matters is that difficult legislation should 
bein a form which makes interpretation easier. 








. Capital Allowances 

Та 1968 after an earlier false start, all the legislation relating 
| to capital allowances was consolidated in the Capital Allowances 
Act 1968, which still exists in that form. But the Finance Act 
::1971. contains extensive amendments to this legislation which 
· might have been dealt with by amending the 1968 Act directly, 
with obvious advantages for the tax practitioner. 

At the present time there are two ‘Green Papers’ for our atten- 
_ tion, one being concerned with the Government's proposals to 
modify corporation tax and the other with value added tax. 
- With regard to corporation tax, I feel that the main attention 
_ should be given to the treatment of distributions and the need 
_ for companies to retain the income tax thereon for which they 
. are liable to account to the Revenue as a credit against the com- 
-.pany's liability to corporation tax on the principle that company 
_ profits should not bear tax twice. In the case of close companies, 
-which are trading companies, I feel that the level of distribu- 
_ tions required to avoid shortfall difficulties should be reduced 
"in order to ensure that adequate funds are available for the 
v replacement of plant and equipment which becomes ever more 
expensive, partly because of inflation, and which, because of 
technical change, has a shorter useful life in many cases. 


“Value Added Тах 


“Mr A. І. C. Simons, manager, value added taxes and 
“excise duties, Royal Dutch Shell Group, addressed the 
. conference on Friday on the introduction into the United 
. Kingdom of a value added tax on the lines of the Green Paper 
- published in March of this year. The chairman was Mr D. L. 
` Bryars, B.A., an assistant secretary of HM Customs and Excise. 
< Ме Simons said that only a system of value added tax would 
«be suitable to achieve the aim of a general consumer tax, as 
* distinct from taxes like selective employment tax and purchase 
тах. The present proposals took into account the general line 
оға VAT laid down in two directives of the European Com- 
; munity dating from April 1967. The final aim was, of course, 
а tax on the ultimate consumer of goods and services. 
.. Mr Simons sketched out the principles on which VAT works. 
The taxable persons were described as ‘traders’ but this word 
:had to be used in a very wide sense covering all those engaged in 
business, whether selling or rendering services. Traders paid the 
хах and passed it on in their selling prices. The customer who 
was also a trader would be allowed to deduct or to claim back 
from the government the VAT thus suffered by him. The system 
< 80 worked that the government received the money only at the 
= moment that the consumer bought the commodity. The refer- 
г ence to ‘value’ was misleading, because the tax was levied on 
.sale price; although in theory the tax was а tax on all con- 
_ sumption, exceptions had to be made. 
_ The first of these exceptions dealt with by the speaker was the 
< small trader. He stressed that ‘small’ should be determined not 
_ by turnover but by profits; a village grocer would have a much 
-larger turnover than, say, a hairdresser making the same net 
profit. He thought that besides having a minimum profit level 
there should be marginal relief above that level up to a certain 
` point. It was essential to preserve competition between traders. 
Another departure from theory was the treatment of second- 
hand goods. Consumer durables like cars and washing machines 
presented a special problem. In particular, private persons 
{raged cars in for new cars but it was not feasible to levy VAT 
гоп them. Again, traders in second-hand goods would be 
adversely affected; it would be cheaper for private persons to 
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make private sales and purchases of second-hand goods, rather 
than going through a dealer who would be compelled to levy 
VAT. 

Finally the speaker dealt with accounting and invoicing in 
relation to VAT. The invoice would be the prime vehicle 
through which the taxation would work. This would have to 
mention VA'T and set out the tax rate and the amount, and 
these requirements would give a lot of trouble in circles where 
invoices have hitherto not been customary. In some countries 
operating VAT there was an exemption limit for small invoices. 


Mock Interview 


One problem that is likely to lead the accountant into con- 
frontation with the Inland Revenue is the agreement of figures 
on a shortfall assessment. This formed the subject of Saturday's 
mock interview between an Inspector of Taxes portrayed by 
Mr C. G. Ware, HM Senior Principal Inspector of Taxes, 
Somerset House, and an accountant, Mr Т. L. А. Graham, 
F.C.A 

During the final half-hour of this session, members of the 
audience ~ who had been provided with details of this notional 
company’s figures — were able to participate in the discussion, 
led by Mr J. M. Cooper, F.c.c.a., А.С.1.5., Assistant Editor of 
Taxation. 


Share Valuations 


• 

Mr Т. A. Hamilton Baynes, O.B.E., M.A., F.C.A., addressed the 
conference on Saturday on the subject of valuing shares in 
private companies for estate duty or capital gains tax. Sir 
Richard Yeabsley, C.B.E., Е.С.А., was in the chair. Mr Hamilton 
Baynes began by quoting the famous dictum of Danckwerts, J., 
‘I must enter a dim world peopled by the indeterminate spirits 
of fictitious and unborn sales’. 

The statutory wording was ‘the price which in the opinion of 
the Commissioners the property would fetch if sold in the open 
market’; but a share in a private company cannot be sold in the 
open market. As a result, the value depended ultimately on the 
opinion of a High Court judge who was not himself an expert 
but who listened with patience to the evidence of expert 
witnesses. Those for the taxpayer seemed to have entirely 
different views from their friends and colleagues appearing as 
expert witnesses for the Crown. The result was usually a 
compromise which could never be proved as the price at which 
the real sale would have resulted. 

Why did experts arrive at such different figures? T'here were 
areas where differences of opinion must be accepted as reason- 
able. Transactions at arm's length between shareholders in a 
private company very rarely took place. Private companies 
often had a clause in their articles of association referring to the 
‘fair value’ which ultimately was determined by the auditor. 

However, it did not bind the Inland Revenue. The speaker 
mentioned one case where an auditor had fixed the fair value at 
65p per share. Everyone thought this was far too low, but the 
article was binding. Three months later there was a death, and 
the share valuation division of the Inland Revenue argued that 
in the open market the shares were worth £1:50. The executors 
privately considered that this was more realistic than 65p. 
However, they argued that the hypothetical purchaser would be 
alarmed at the thought that if he wished to sell his shares he 
would be bound by the valuation of an auditor having so little 
experience! 

Directors’ remuneration reduces the profit available for divi- 
dend, and therefore can be said to reduce the value of the 
shares. In one case the Inland Revenue had successfully con- 
tended that the actual dividend paid was illusory as the test of 
the profit-earning capacity, and that the directors’ remunera- 
tion was out of all proportion to the value of their services. 
However, this was a controlling interest which, under the sub- 
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sequent 1940 legislation, had to be valued on the assets basis in 
any case. Mr Hamilton Baynes stressed the difficulties facing 
minority shareholders seeking to challenge the amount of 
directors’ remuneration. 

Even apart from directors’ remuneration, a company may 
abstain from paying any dividend. In these days of inflation, 
shortfall considerations may not be very material. Therefore, 
the hypothetical purchaser could hardly be expected to look 
for an increase in dividend. He might, of course, be aifected by 
the possibility of the private company eventually going public 
as in the case of re Lynall. It is more difficult to assess the 
possibility that the company will be taken over by a public 
company. By definition the private company restricted the right 
to transfer its shares. Valuers did not seem to pay much attention 
to the details of these restrictions beyond noting their existence. 
Where directors had a discretion to veto a transfer, it was diffi- 
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cult to attack the exercise of such discretion and therefore this 
was a depressing factor of the value of the shares. 

In the Lynall case the articles provided that the fair value 
should be fixed by the company in general meeting and where 
not so fixed was to be deemed to be the par value. At the time of 
Mrs Lynall’s death no fair value had ever been fixed. None of the 
witnesses had put a specific figure on the depreciating effect of 
that article, although all agreed that it was depreciatory. The 
speaker commented that if the expert witnesses had really 
believed that the prospective purchaser would be right in 
believing that he would be limited to par on re-sale, they would 
have arrived at very different valuations. Even where the articles 
fixed the transfer price as par, the Inland Revenue did not 
accept this for the purposes of estate duty, on the grounds that 
the sale at par is not on the open market. 

Mr Hamilton Baynes recounted the arguments advanced by 
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Mr Percy F. Hughes making his opening address. Right. Civic welcome by the Mayor of Bournemouth, Councillor Richard А. Judd. 





At the mock interview on Saturday morning. Mr С. G. Ware, Senior Principal Inspector of Taxes, /eft, and Mr T. L. A. Graham, F.C.A., who«oqk 
the part of the accountant. Right. Mr A. L. C. Simons, Manager, Value Added Taxes and Excise Duties, Royal Dutch Shell Group, speaking at 
the first business session. Seated, Mr D. L. Bryars, B.A., an Assistant Secretary of the Board of Customs and Excise, who chaired the session. 
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| the Inland Revenue for giving great weight to asset values when 
valuing shares, and went on to give the counter-arguments. 
Не commented that, notwithstanding the difficulties, the vast 
“majority of cases were settled amicably without litigation. 





-Residence Overseas 

“At the second session on Saturday afternoon, Mr J. Р. 
Hardman, F.C.4., gave an address on ‘Migration ~ individuals 
and companies’. Mr E. A. Lediard Smith, r.c.c.a., Immediate 

Past-President of The Association of Certified Accountants, 
was in the chair. 

УМ Hardman gave an example of a client taking up residence 
vabroad and referred to the necessity of acquiring permits for 
t working and residing in the country concerned. He went on to 
¿deal with the tax position of an employee taking up employment 
гаргоаа, and of individuals going abroad otherwise than for 
employment. He then looked at the taxation of United Kingdom 
"income in the hands of non-residents, warning of the snags and 
problems that can arise regarding personal allowances and 
opening and closing years; the effects of double taxation agree- 
“ments, or their absence; investments and capital gains tax; 
“income derived from rents and interest. He also dealt with 
estate duty and exchange control, and then went on to deal with 
ОК companies and branches abroad. 





Finance Act 1971 
~The Monday morning session began with a marathon per- 
-formance by Mr James S. Heaton, F.c.a., in which he dealt 
“most lucidly and succinctly not only with the legislation in the 
¿Finance Act 1971 but also with changes announced on July 
oth. In the chair was Mr С. D. Н. Dewar, C.A., immediate 
ast-President of The Institute of Chartered Accountants of 
land. 
Мг Heaton said that the 1971 Act was probably unique in two 
irections: it enacted legislation about capital allowances which 
. had been known and in operation since the previous October; 
and, in the other direction, made detailed provisions which 
would not apply until 1972-73 and 1973-74. The process was 
further complicated by an announcement on July 2oth, 1971, 
of further intended changes in capital allowances. 

The speaker welcomed the end of the annual orgy of tax 

; changes. The Chancellor might respond to economic conditions 
on the one hand, and on the other provide an adequate pre- 

| paratory period for fundamental changes, after a proper process 
of consultation. This was а new state of affairs for which the 
accountancy bodies and professional press could take just 

_ eredit. At the same time, it raised difficulties for the student and 
the examiner; one hardly knew when to study changes, and the 
other hardly knew when to test them. The speaker, therefore, 
concentrated on those changes which were immediate, with some 
which will apply for 1972-73 but called for pre-planning. 

Mr Heaton gave an admirable summary of the changes as 
tegards the aggregation of children's income; both in relation to 
parents’ settlements, and more general matters. He devoted 
similar treatment to the new provisions concerning retirement 
benefit annuities. Dealing with the new provisions for the 
taxation of a wife's earnings, he pointed out that, although 
scarcely mentioned in the legislation, there would be an impact 
on individual liability to surtax flowing from the separation of 
the wife's earnings at the standard rate level. 
© Turning to close companies, the speaker recounted the new 
provisions relating to shortfall in the case of companies with 
small incomes. He went on to deal with the new provisions 
concerning loans to directors and employees. He pointed out 
that shares held by trustees for approved retirement benefit 
grrengements could now be treated as held by a non-close 
company in considering whether the company whose shares 
they were was controlled by one or more non-close companies. 
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The abolition of short-term capital gains tax and the conse- 
quential amendments to the capital gains tax provisions give rise 
to complications, which Mr Heaton dealt with. He expounded the 
new provisions of exemption for small disposals, observing that 
every measure of relief involved its own complexities, and went 
on to deal with the abolition of the capital gains tax charge on 
death and the further amendments consequential thereon. 

He went into the special case of inter vivos gifts which bear 
duty on the death of the donor. Where the value of the asset 
has been reduced for the purpose of the estate duty calculation, 
according to the period elapsing since the gift, the value at date 
of death is treated as reduced proportionately. Only this re- 
duced proportion will be treated as acquired by the donee or 
trustee at the value at the time of the death. The speaker 
observed that this no doubt followed the principle of the 
amending legislation, but would have the odd result that the 
donee would have an asset which, for capital gains tax, would be 
treated partly as acquired at the value at the date of the gift and 
partly at the value at the date of the donor’s death. 

Mr Heaton devoted a good part of his talk to the new capital 
allowances in relation to expenditure after October 26th, 1970. 
He observed that, under the new legislation, capital allowances 
would become increasingly divorced from depreciation cal- 
culated on any rational basis and would accentuate the need for 
tax equalization accounts, and not only for companies. He 
pointed out the fundamental nature of the change in capital 
allowances in respect of assets bought under hire-burchase 
agreements. 


Transactions in Land 


'Capital gains tax in respect of transactions in land' was the 
subject of a talk on Monday morning by Mr K. R. Tingley, 
F.C.C.A, with Mr Stanley E. Woods, J.P., F.C.W.A.. F.C.C.A., 
F.C.L5., immediate Past-President of The Institute of Cost and 
Works Accountants, in the chair. 

A disposal of land could not give rise to ‘chargeable gains’ or 
capital gains tax unless it was first clear that the disposal of the 
land was not a disposal of stock-in-trade and, furthermore, was 
not a disposal which (although not stock-in-trade) was caught 
under Case VI of Schedule D by section 488 of the Income and 
Corporation Taxes Act 1970. He gave a brief résumé of this 
section and then went on to deal with ‘chargeable gains’. There 
were three cases to keep in mind: an out-and-out disposal, a part 
disposal, and the receipt of a ‘capital sum’ — as where a building 
is destroyed by fire and insurance moneys are received. In all 
these cases the precise date of the disposal was important. 

'The Finance Act 1971 had now established that the date to be 
taken was, in general, the date of the contract and not the con- 
veyance. In the case of tax arising by reason of the receipt of a 
capital sum, a special rule had to be applied. The operative date 
was the date of receipt of the capital sum. Mr Tingley dealt at 
length with the exemption granted in favour of the taxpayer's 
residence. This exemption extended to land surrounding the 
house, in general up to one acre including the actual site. 

As regards the complication of the chargeable gain, Mr 
Tingley dealt with the difficult situation where a leaseholder 
acquires the freehold reversion. He said it was doubtful whether 
the original cost of the leasehold could be taken into account, 
unless reliance could be placed on paragraph 8 of Schedule 6 of 
the Finance Act 1965 concerning value ‘derived’ from another 
asset. He dealt with the complicated situation arising from the 
imposition and subsequent abolition of betterment levy, and 
pointed out that betterment levy might have been paid in a 
circumstance not involving a disposal, e.g., under Case C in 
respect of development. Levy paid in that way would affect the 
calculation of the subsequent capital gains tax on disposal of the 
land. 

Another area of difficulty was the matter of apportionment, as 
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when a trader disposed of his business as a going concern and 
the sale agreement did not apportion the global price among the 
various classes of assets. The speaker questioned whether the 
tax inspector had any power to make any re-apportionment 
where the documents had already made their own apportion- 
ment. The matter could be particularly important where one of 
the assets comprised a leasehold having less than fifty years to 
run. If a great deal of the consideration was allocated to that 
leasehold, then much of it would be written oif and the benefit 
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He closed his address by referring to two new matters on 
which legislation has been promised. The first was the sale and 
lease-back position, the second was the avoidance of tax on 
chargeable gains by the much publicized device of granting a 
250-year lease to a lessee for a very substantial premium, the 
bulk of which was not payable until some 250 years hence. The 
lessee would have the right to assign the liability to his own 
exoneration. He would then assign it to an associate of the lessor, 
paying a large sum to the associate which was free of capital 


of it lost. 


gains tax. 


Planning for Profit 


Southern Chartered Accountants’ Conference at Southampton 


LTHOUGH the theme of the South- 

ern Society’s conference on Friday 
and Saturday of last week at Southampton 
University was ‘Planning for Profit’, a 
forthright plea for better training by 
principals in practice was given after 
dinner on Friday evening by Mr M. G. 
Lickiss, B.SC.(ECON.), F.C.A., a member of 
the Education Committee of The Institute 
of Chartered Accountants in England 
and Wales. 

Mr Lickiss told his audience that 
‘mere experience is not enough . . .’. 
Articled clerks should not, in his opinion, 
just ‘gather’ the basics of professional 
accountancy but should also be trained 
conscientiously by their principals. Fur- 
thermore, the Institute's examinations 
should be more realistic, with a syllabus 
that would qualify a man to practise in 
all senses of the word, instead of just 
being a test in memorizing facts. 

The Final examination of the Institute 
should prove a candidate's sound knowl- 
edge of necessary basic subjects — not 
be an elongated test of superficial 
knowledge of many subjects that might 
or might not be used by the candidate 
in practice. After two years in practice, 
he should undergo a post-qualifying 
examination in those subjects in which 
he has decided to specialize professionally, 
for example, insolvency, auditing, or 
taxation. It would only be on the passing 
of this test that he should be considered 
fit to practise. 


No time to spare 


This controversial note was struck after a 
busy day of listening to lectures followed 
by discussion group sessions. After the 
President of the Society, Mr B. A. Apps, 
Е.С.А., had welcomed all present, the first 
lecture was given by Mr M. Holland, 
B.A., A.C.A., of Spicer and Pegler. who in a 
pleasant and most interesting manner 
described "Taxation developments in the 


United Kingdom.’ Although radical 


changes in taxation practice are not due 
to take effect until 1973, Mr Holland 
warned that the time between now and 
then would go all too quickly, and, 
therefore, tax planning in the meantime 
was most advisable. 

As entry into EEC was in the melting- 
pot at present, three categories of taxation 
deserved a little thought. The classic 
system was when individuals were taxed 
separately from companies, as in the UK, 
Netherlands, and Luxembourg. An ex- 
ponent of the double-rate system was 
Germany, but their Treasury had found 
to their cost that a flat rate on a company’s 
profits of 51 per cent with only 15 per 
cent being charged on distributions, 
whilst easy to administer, had attracted 
foreign companies to seek a domicile in 
West Germany where they could vote 
away and distribute all their profits, thus 


suffering a much lower tax rate than 
elsewhere. In France, the credit system 
provided that shareholders obtained 
credit from the tax deducted on dividends 
receivable in respect of the tax (appor- 
tioned) that the company itself had 
suffered on its profit. 


Vital statistics 


Vital statistics were undoubtedly on the 
mind of Mr L. Hall, F.c.a., of Mann Judd 
March & Co, when he opened his lecture 
on "Thoughts on tax planning'. Indeed 
he likened his talk to a mini-skirt because 
he was going to make it 'short enough 
to be attractive, but long enough to cover 
the subject’. He did in fact deal very 
specifically with various points that were 
bound to arise in tax planning, and — with 
the aid of a projector operated by Mr 





Talking things over in the grounds of Southampton University. Mr B. Apps, F.C.A., President 


of the Southern Society (second from right), Mr M. Lickiss, B.Sc.(Econ.), F.C.A., a member 
of the Council of the Institute (2/so seated), and (/eft to right), Mr D. Williams, F.C.A., Mr 
B. R. J. Gill, F.C.A., a group leader, and Mr A. Sells, A.C.A., the course organizer. 
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A. Sells, A.C.A., the course organizer, and 
lighting effects by a representative of The 
Accountant – Mr Hal! made comparisons 
of corporate and non-corporate status, 
and dealt with the effect of the Finance 
Act 1971 on the ‘freeing’ of earned in- 
come, the computation of a ‘no shortfall 
area’, and the ‘free’ zone for surtax. 

On the use of companies in tax plan- 
ning, Mr Hall illustrated the benefits of a 
separate storage company for a publishing 
house but warned the audience to take 
care from a taxation point of view when 
planning the liquidation of a close com- 
pany. Timing was an essential ingredient 
of tax planning and most crucial in cases 
of change of residence. ' 


Where credit is due 


Following these two lectures on taxation, 
the first address on Friday afternoon was 
in distinct contrast; Mr W. V. Adams, 
F.LC.M., M.LEX., credit manager of 
Mullards, spoke on *The role of the 
industrial credit manager’, and gave a 
most comprehensive talk ranging from 
the personal qualities of a credit manager 
to the effective use of a computer to 
account for trade debtors. 

In Mr Adams's opinion, an effective 
credit manager should be a decently 
groomed, well-paid extrovert who was 
sales/profit orientated and who viewed 
credit as an essential part of the entire 
marketing operation. A good credit 
policy demanded consultation between 
the credit manager and the sales, pur- 
chasing and accounts departments, so 
that he could indicate to them what the 
normal or standard terms of credit 
should be, and to what extent departures 
from these terms could be permitted. Two 


THE 


ACCOUNTANT 





Mr M. Holland, B.A., A.C.A., at the lectern. 


basic questions always arose in sanction- 
ing credit. Is the customer good for credit? 
If so, for how much? To assist the 
answering of these questions, various 
sources of information were available 
such as commercial agencies and trade 
protection societies, banks, the trade itself, 
the company's own sales department, but 
in most cases an interview was most 
helpful — in addition to information 
gleaned from these agencies, as no basic 
formula could be laid down for setting a 
credit limit. 

In an endeavour to obviate the risk 
of bad debts, sales potential could well be 
diminished and as a testimony to this 
situation and to Mr Adams's own ability 
in this direction, out of £40 million 
worth of receivables for which he was 
responsible in his own company, there 
was only an element of £6,000 of bad 
debts. Furthermore, an interview with a 





En route to a lecture, Mr W. J. Lawrence, F.C.A. (centre), Mr J. S. Short, F.C.A. (ght), and 


Mr M. J. Treasure-Jones. 
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customer often established the avail- 
ability of financial resources that did not 
always appear from a scrutiny of the 
annual accounts. Of particular interest to 
this audience was undoubtedly a balance 
sheet analysis that Mr Adams gave to 
indicate the main ratios to be looked at 
from the credit angle. 


Management accounting 


As a tribute to the need for more manage- 
ment accounting in small and medium- 
sized business, Mr Adams pointed out 
that the biggest single cause of over- 
investment in receivables was the in- 
efficient bought ledger procedures of 
customers. The usual string of collection 
letters was of little avail in industrial 
credit, and the first check on whether the 
customer had reason for non-payment 
should certainly be the ascertainment of 
pricing errors, wrong deliveries and so 
on. Once again there was no magic 
formula but ways must be found for 
payment motivation such as performance 
rebate, and the appointment eof sole 
suppliers for particular commodities. 
It was essential that liquidity problems of 
customers should be served because 
supplies should only be stopped as a last 
resort. Establishment of good personal 
relationships at the outset would make 
the path easier in times of trouble. 


Credit for exports 

No reference to credit could ignore the 
export industry. It was very necessary, as 
Mr Adams pointed out, for a credit 
manager to know something of the current 
economic and political situation in each 
overseas market, and to understand 
foreign exchange, exchange control, bills 
of exchange and letters of credit. This 
would inevitably lead him into the sphere 
of credit insurance, even if UK trading 
had not done so previously: it was, 
therefore, necessary to study the method 
of operation of the Export Credit 
Guarantee Department of the Depart- 
ment of Trade and Industry. 

The final address of the conference was 
given by Mr К. J. Sharp, т.р., M.A., J.P., 
Е.С.А., a member of the Accounting 
Standards Steering Committee of the 
Institute, whose subject was, as might be 
expected, ‘Accounting standards — where 
do we go from here? Mr Sharp dealt 
with the historical background of the 
Statement of Intent, the constitution of 
the Committee, its method of work and 
possible improvements. He described 
the scope and purpose, the initial pro- 
jection, the achievement so far, and 
future progress of the Committee’s 
programme, and outlined some possible 
dangers with which they might be con- 
fronted. 
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Student Roundabout 








LIVERPOOL'S TOPICAL 
LECTURES 


Some of the more tricky accounts which 


arise in examinations will be clarified in a 


lecture to be given by Mr M. G. Cox, 
A.C.A: yon "Thursday next, October 14th, 
for members of the Liverpool CASA. 
Despite the wide publicity the In- 
dustrial Relations. Act received when it 
„сате into operation on October 1st, the 
| profession will still need to know in some 
finer detail how the new Act will affect 
them. This is precisely what Mr J. V. 
Bootham, МА. will do for members at 
the next meeting on October 21st. 
г ОҒ equal importance is the proposed 
value added tax on which there is still a 
great deal of misunderstanding. It is 
.essential that members understand the 
Act from the start and, at a meeting on 
> October. 28th, Mr С. С. Wall, a.c.a., 
will explain. how it works and how it will 
be implemented. | 
All these meetings will be held in the 
Library at 5 Fenwick Street. 


NEW COURSE OFFERS 
INDIVIDUAL TUITION 


_ From October 1971, the National Ex- 
tension College, Cambridge, will be 
_ offering courses for both parts of the 
Ета! examination of The Institute of 
Chartered Accountants in England and 
Wales. These courses follow the pattern 
developed by the College. for students 
preparing for external degrees in law and 
а. wide range of other subjects at this 
level. 

Broadly, the student will be provided 
with guidance on his reading and with a 
limited number of special hand-outs and 
prepared tests. However, the special 


facility available to him will be the right 
to call on the guidance throughout his 
studies of a specifically nominated tutor or 
tutors on whose qualifications he will be 
fully informed. The attention provided 
by these tutors is strictly individual and 
may be offered through direct contact or 
by correspondence. 

The first course will be open to candi- 
dates preparing for the November 1972, 
Part І examination. The basic fee for the 
course will be £48. Students will be 
entitled to a minimum of 12 hours’ 
personal attention from the appointed 
tutors, and may requisition further time 
at a rate of [2:50 per hour. Students 
continuing with the Part II course will 
pay a further £30 to cover course material 
and the minimum tutorial time. 

Under the system, the student will be 
allocated a tutor who will provide general 
supervision and guidance in his course 
and specific care in one or more subjects. 
Other tutors will be nominated to guide 
him in preparing for other papers. 
Students in the same firm or in the same 
locality may associate themselves in a 
common study group, and thereby derive 
a common benefit from a pooling of 
tutors’ attention. 

Course fees may be paid either in cash 
at the commencement of studies or over 
the period by bankers' order. Further 
information about registration procedures, 
fees, etc., may be obtained from the 
Student Adviser (Professional Studies), 
National Extension College, Shaftesbury 
Road, Cambridge CB2 2BP. 


CREDITORS AND COMPUTERS 
AT HUDDERSFIELD 
As previously announced under ‘Round- 


about’, members of the Huddersfield 
CASS are reminded that Mr B. Ward, 
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F.C.A., will be chairing a mock creditors 
meeting for members next Tuesday, 
October 12th, The meeting, which will: 
start promptly at 7 p.m., will be held at 
the Huddersfield Y MCA. 

On November rst, at the same venue 
but commencing at 7.30 p.m., there is. 
to be a useful talk on "The auditor and. 
the computer’, by Mr C, E. Druce 
B.A., A.C,A. It will be the first time suc! 
a subject has been presented to the Society 
and the meeting should therefore ђе о 
considerable value to members who find | 
the subject ditficult or far removed: from 
their own practical experience. 


CHESTER AND NORTH WALES 
BECOMING MORE ACTIVE 


Ir the encouraging attendances at thi 
first four evening meetings of the Ches 
and North Wales Branch of the Liverpi 
CASA continue, then this impo 
part of the Branch's activities shoul 
a considerable strengthening of its 
vious weak position due to lack of 
ponse. It is essential that - 
continue to support the committe 
work and not plague it with inertia as has 
so often been the case in the paste 

Evening meetings are held at Fli 
shire. Technical College commencing 
7 p.m., and on Tuesday next, Octo 
12th, there will be a lecture on ‘Ce 
solidated profit and loss accounts’, Т 
will be followed by ‘Liquidations 
voluntary and compulsory winding-up’ 
on October 19th and 'Computatior 
estate duty, including the treatment 
nomination policies’, on October 26th 
Liverpool “students resident. in Wirra 
may also attend these lectures. 

‘Roundabout’ has been asked to pot 
out that although the College requires. 
nominal fee for lectures, this is not 
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payable by members as many seem to 
think — fees are paid by the Branch. 
Those attending lectures should inform 
the new secretary of the Branch, Richard 
Varmen, c/o Jones & Hack, 10 White 
Friars, Chester, Telephone 21-21002. 


Annual Dinner Dance 


Tickets, price £1-5o0, are now available 
for the Branch’s annual dinner-dance 
which is due to be held on December 
18th at Stanley Palace, Chester. Com- 
mencing at 7.30 p.m. and continuing 
until the early hours, it is anticipated 
that there will be a ‘first-rate’ band which 
is at present being negotiated through an 
agency. Tickets can be obtained from 
Richard Varmen or any committee 
member, or through any committee 
member of the Liverpool CASA. 


MANAGEMENT ACCOUNTANCY 
AT EXETER 


THERE were encouraging attendances at 
the two one-day seminars on manage- 
ment accountancy held recently by the 
Exeter CASS at Exeter University. 
Conducted by Mr P. A. Kirkman, F.C.C.A., 
A.C.LS., A.M.B.I.M., lecturer in charge of 
accountancy studies at the university, the 
first seminar dealt mainly with budgetary 
control and cash-flow charts, whilst at the 
second the subjects covered were ac- 
counting ratios, capital gearing, and 
DCF. 

Those who attended found the 
seminars a most useful aid to their 
studies and particularly appreciated the 
lecturer’s willingness to tailor the content 
to individual needs. 


Exeter Skittles Match 


Following the easy cricket win of 
Exeter CASS against the Finance De- 
partment of Exeter University (‘Round- 
about’, July 15th), the University has 
kept its threat to get revenge by challeng- 
ing the Society to a skittles match, which 
has been arranged for Monday, October 
1rth. So that the Society can again 
emerge as victors. members who аге 
strong players should contact without 
delay, M. U. Afzal, c/o Peplow, Warren 
& Furler, 24 Southernhay East, Exeter. 
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BIRMINGHAM'S EASY WIN AT NOTTINGHAM 


SPORTS 


THE Going-Scothorne Evans Cup, won 
last year by Liverpool CASA as the 
overall Nottingham Sports Fiesta winners, 
was recaptured by Birmingham CASS 
after a lapse of three years at this year's 
fiesta again arranged by the Nottingham 
CASS at Highfield Playing Field, Not- 
tingham, on September 24th. 


——— RR 


Five members of the victorious Birmingham CASS. Left to right, Julian Hare, Alan Adam (holding 


FIESTA 


The tennis pair, consisting of Julian 
Hare, the present Warwickshire Junior 
Champion and Michael Fellows, who has 
also played for Warwickshire Colts, won 
their final, again against Liverpool, for 
the loss of only two games. The hockey 
captained by Brian Disbury, 


team, 





\ 


the Punter's Cup), Mick Fellows (with the tennis trophy), David Hare (with the Fiesta Cup), 


and Robert Lander. 


Participating in all six sports, namely 
rugby, tennis, hockey, golf, squash and 
football, Birmingham won the rugby and 
tennis and were runners-up in the 
hockey. 

The rugby seven, captained by Alan 
Adam, had little opposition in the first 
two rounds, winning 38-o and 18-0. 
However, in the final, they found them- 
selves o-13 down at half-time against 
Liverpool. This seemed to inspire them 
to greater things and in the second half 
they scored 18 points, thus clinching 
victory in the Punter's Cup. 


played extremely well all day, just being 
pipped in the final by Liverpool 2 goals to 
I: 

The other three teams all played their 
hardest and added to the general team 
spirit — something lacking sometimes іп 
students' society affairs in general to- 
day. 

David Hare, the Birmingham Society's 
secretary, was presented with the overall 
winners trophy at a victory party at a 
nightclub in Nottingham. This was 
promptly filled with champagne to round 
off a splendid day's sport. 
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National Taxation Conference 


HE twenty-first National Taxation Conference, organized 

by our contemporary Taxation, opened last Friday 
in the De Vere Suite, Royal Bath Hotel, Bournemouth, 
before a large audience of members of the accountancy and legal 
professions and representatives from industry and commerce, 
and continued until last Monday afternoon. 

The conference, under the chairmanship of Mr Percy F. 
Hughes, Editor of Taxation, heard addresses by the country’s 
foremost experts on different aspects of income tax law and 
practice, especially recent new legislation, and the programme 
included a number of social functions as well as special events 
for the ladies. There was also a golf competition for the Taxation 
Challenge Cup which was won by Mr D. G. Ion, of Bolton. 


CHAIRMAN’S OPENING ADDRESS 


Opening the conference, Mr Percy F. Hughes said: 

Looking back over the past 20 years to our first conference in 
Eastbourne in 1951, I am conscious of a period of continuous 
change in the field of taxation. Some of the highlights have been: 


(1) THe consolidation of the Income Tax Acts in 1952, which 
had not been done since 1918. 

(2) The introduction in 1952 of the short-lived excess profits 
levy. 

(3) The introduction of income tax assessments in the Isles 
of Scilly. 

(4) The introduction in 1954 of the investment allowances on 
capital expenditure on new assets. 


(5) Beginning of drive against dividend-stripping. 

(6) The division in 1956 of Schedule E assessments into three 
cases, 

(7) The creation in 1957 of ‘overseas trade corporations’. 


(8) The introduction in 1960 of new provisions relating to the 
assessment of tax, interest and penalties in back duty cases. 
(9) The anti-avoidance legislation in- 
troduced by the Finance Act 1960, 
including the notorious section 28. 


(10) The introduction of short-term 
capital gains legislation by the 
Finance Act 1962. 

(11) Changes relating to the assessment 
of income from property, including 
premiums, and the repeal of Sche- 
dule A by the Finance Act 1963. 

(12) The Finance Act 1965, with capital 
gains tax and corporation tax. 

(13) Investment grants in 1966 and 
betterment levy in 1967, both of 
which have now ceased to exist. 

(14) The Capital Allowances Act 1968. 

(15) The Special Charge. 

(16) 'The consolidation of the income tax 
and corporation tax legislation by 
the Income Tax (Management) Act 
1970, and the Income and Corpora- 
tion Taxes Act 1970. 

(17) In 1971, the repeal of short-term 
capital gains tax and proposals for a 
new personal system of taxation. 


However, throughout the whole of this period there have been 
innumerable amendments to the law relating to income tax, 
profits tax, corporation tax, capital gains tax, Customs and 
Excise duties, estate duty and bingo duty. Surely a formidable 
list, and we must not overlook the fact that throughout this time 
the law has been confirmed, interpreted and changed by case 
decisions in the Courts. It is not surprising, therefore, that tax 
administration has been a little difhcult at times during this 
period. 


Consolidation of the law 


From time to time I have pleaded for the consolidation of the 
estate duty and capital gains tax legislation. You will remember 
that the estate duty legislation goes back to 1894. However, 
earlier this year there was an announcement that consideration 
was to be given to ‘certain proposals which have been made with 
a view to preparing the ground for consolidation of the estate 
dutv legislation'. I wonder if we will have this by the time we 
celebrate our twenty-fifth conference in 1975? I refuse to be 
pessimistic about it. 

The news is not so good about the consolidation of the capital 
gains tax legislation. Although the consolidation of the capital 
gains tax legislation is considered to be desirable, it has been 
announced that the recent origin of the tax and the Govern- 
ment's declared intention to undertake a general review of the 
tax laws suggest that further amendments are probable in the 
next few years and, therefore, it will not be practicable to em- 
bark upon consolidation in the very near future. The statement 
ends on the following cheerful note: 

‘But for these considerations, this topic would have deserved 
a high priority in our programme.’ 

However, I still say that it is high time that this task was putin 
hand. The longer it is delayed, the worse it will be for all con- 
cerned. The number of amendments which have been made to 
the capital gains tax legislation since 1965 is colossal and, of 





Sir Richard Yeabsley, C.B.E., F.C.A., /eft, and Lady Yeabsley, being greeted by Mr and Mrs 
Percy F. Hughes at the reception on Friday. 





| course, there have been amendments to amendments, and some 
_ have operated from a variety of different dates. In my view, the 
"relatively short-time. the tax has been in existence is of little 
«consequence. What matters is that difficult legislation should 
Ђела a form which makes interpretation easier. 


"Capital Allowances 


| In 1968 after an earlier false start, all the legislation relating 
to capital allowances was consolidated in the Capital Allowances 
Act 1968, which still exists in that form. But the Finance Act 
5:1971 contains extensive amendments to this legislation which 
- might have been dealt with by amending the 1968 Act directly, 
о With obvious advantages for the tax practitioner. 

At the present time there are two ‘Green Papers’ for our atten- 
| tion, one being concerned with the Government's proposals to 
| modify corporation tax and the other with value added tax. 
_ With regard to corporation tax, I feel that the main attention 
_ should be given to the treatment of distributions and the need 
| for companies to retain the income tax thereon for which they 
. are liable to account to the Revenue as a credit against the com- 
| pany’s liability to corporation tax on the principle that company 
| profits should not bear tax twice. In the case of close companies, 
г which are trading companies, I feel that the level of distribu- 
_ tons required to avoid shortfall difficulties should be reduced 
in order to ensure that adequate funds are available for the 
_ replacement of plant and equipment which becomes ever more 
v expensive, partly because of inflation, and which, because of 
~ technical change, has a shorter useful life іп many cases. 


_ Маме Added Tax 


¿Mr A. І. C. Simons, manager, value added taxes and 
xcise duties, Royal Dutch Shell Group, addressed the 
onference on Friday on the introduction into the United 
Kingdom of a value added tax on the lines of the Green Paper 
published in March of this year. The chairman was Mr D. L. 
Bryars, B.A., an assistant secretary of HM Customs and Excise. 
Mr Simons said that only a system of value added tax would 
Бе suitable to achieve the aim of a general consumer tax, as 
_ distinct from taxes like selective employment tax and purchase 
| tax. The present proposals took into account the general line 
of a VAT laid down in two directives of the European Com- 
munity dating from April 1967. The final aim was, of course, 
са tax on the ultimate consumer of goods and services. 
2. Mr Simons sketched out the principles on which VAT works. 
_ The taxable persons were described as ‘traders’ but this word 
.. had to be used in a very wide sense covering all those engaged in 
| ;business, whether selling or rendering services. Traders paid the 
тах and passed it on in their selling prices. The customer who 
маз also a trader would be allowed to deduct or to claim back 
_ from the government the VAT thus suffered by him. The system 
во worked that the government received the money only at the 
, moment that the consumer bought the commodity. The refer- 
,ence to ‘value’ was misleading, because the tax was levied on 
sale price; although in theory the tax was a tax on all con- 
mption, exceptions had to be made. 
_ The first of these exceptions dealt with by the speaker was the 
. small trader. He stressed that ‘small’ should be determined not 
_ by turnover but by profits; a village grocer would have a much 
. larger turnover than, say, a hairdresser making the same net 
"profit. He thought that besides having a minimum profit level 
_ there should be marginal relief above that level up to a certain 
_ point. It was essential to preserve competition between traders. 
5 Another departure from theory was the treatment of second- 
hand goods. Consumer durables like cars and washing machines 
presented a special problem. In particular, private persons 
traded cars in for new cars but it was not feasible to levy VAT 
“on them. Again, traders in second-hand goods would be 
adversely affected; it would be cheaper for private persons to 
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make private sales and purchases of second-hand goods, rather 
than going through a dealer who would be compelled to levy 
VAT. 

Finally the speaker dealt with accounting and invoicing in 
relation to VAT. The invoice would be the prime vehicle 
through which the taxation would work. This would have to 
mention VAT and set out the tax rate and the amount, and 
these requirements would give a lot of trouble in circles where 
invoices have hitherto not been customary. In some countries 
operating VAT there was an exemption limit for small invoices. 


Mock Interview 


One problem that is likely to lead the accountant into con- 
frontation with the Inland Revenue is the agreement of figures 
on a shortfall assessment. This formed the subject of Saturday’s 
mock interview between an Inspector of Taxes portrayed by 
Mr C. G. Ware, HM Senior Principal Inspector of Taxes, 
Somerset House, and an accountant, Mr T. L. A. Graham, 
Е.С.А 

During the final half-hour of this session, members of the 
audience ~ who had been provided with details of this notional 
company's figures — were able to participate in the discussion, 
led by Mr J. M. Cooper, Е.С.С.А., А.С.1.5., Assistant Editor of 
Taxation. 


Share Valuations 


Mr T. A. Hamilton Baynes, O.B.E., M.A., F.C.A., addressed the 
conference on Saturday on the subject of valuing shares in 
private companies for estate duty or capital gains tax. Sir 
Richard Yeabsley, C.B.E., Е.С.А., was in the chair. Mr Hamilton 
Baynes began by quoting the famous dictum of Danckwerts, J., 
*[ must enter a dim world peopled by the indeterminate spirits 
of fictitious and unborn sales’. 

The statutory wording was ‘the price which in the opinion of 
the Commissioners the property would fetch if sold in the open 
market’; but a share in a private company cannot be sold in the 
open market. As a result, the value depended ultimately on the 
opinion of a High Court judge who was not himself an expert 
but who listened with patience to the evidence of expert 
witnesses. Those for the taxpayer seemed to have entirely 
different views from their friends and colleagues appearing as 
expert witnesses for the Crown. The result was usually a 
compromise which could never be proved as the price at which 
the real sale would have resulted. 

Why did experts arrive at such different figures? There were 
areas where differences of opinion must be accepted as reason- 
able. Transactions at arm’s length between shareholders in a 
private company very rarely took place. Private companies 
often had a clause in their articles of association referring to the 
‘fair value’ which ultimately was determined by the auditor. 

However, it did not bind the Inland Revenue. The speaker 
mentioned one case where an auditor had fixed the fair value at 
6sp per share. Everyone thought this was far too low, but the 
article was binding. Three months later there was a death, and 
the share valuation division of the Inland Revenue argued that 
in the open market the shares were worth {1'50. The executors 
privately considered that this was more realistic than 65p. 
However, they argued that the hypothetical purchaser would be 
alarmed. at the thought that if he wished to sell his shares he 
would be bound by the valuation of an auditor having so little 
experience! 

Directors’ remuneration reduces the profit available for divi- 
dend, and therefore can be said to reduce the value of the 
shares. In one case the Inland Revenue had successfully con- 
tended that the actual dividend paid was illusory as the test of 
the profit-earning capacity, and that the directors’ remunera- 
tion was out of all proportion to the value of their services. 
However, this was a controlling interest which, under the sub- 
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sequent 1940 legislation, had to be valued on the assets basis in 
any case. Mr Hamilton Baynes stressed the difficulties facing 
minority shareholders seeking to challenge the amount of 
directors’ remuneration. 

Even apart from directors’ remuneration, a company may 
abstain from paying any dividend. In these days of inflation, 
shortfall considerations may not be very material. Therefore, 
the hypothetical purchaser could hardly be expected to look 
for an increase in dividend. He might, of course, be affected by 
the possibility of the private company eventually going public 
as in the case of re Lynall. It is more difficult to assess the 
possibility that the company will be taken over by a public 
company. By definition the private company restricted the right 
to transfer its shares. Valuers did not seem to pay much attention 
to the details of these restrictions beyond noting their existence. 
Where directors had a discretion to veto a transfer, it was diffi- 
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cult to attack the exercise of such discretion and therefore this 
was a depressing factor of the value of the shares. 

In the Lynall case the articles provided that the fair value 
should be fixed by the company in general meeting and where 
not so fixed was to be deemed to be the par value. At the time of 
Mrs Lynall’s death no fair value had ever been fixed. None of the 
witnesses had put a specific figure on the depreciating effect of 
that article, although all agreed p» it was s dc preciatory. The 


Брезе that the prospective адне would be right in 
believing that he would be limited to par on re-sale, they would 
have arrived at very different valuations. Even where the articles 
fixed the transfer price as par, the Inland Revenue did not 
accept this for the purposes of estate duty, on the grounds that 
the sale at par is not on the open market. 

Mr Hamilton Baynes recounted the arguments advanced by 
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Mr Percy F. Hughes making his opening address. Right. Civic welcome by the Mayor of Bournemouth, Councillor Richard A. Judd. 





At the mock interview on Saturday morning. Mr C. G. Ware, Senior Principal Inspector of Taxes, /eft, and Mr T. L. A. Graham, F.C.A., who 400k 
the part of the accountant. Right. Mr A. L. C. Simons, Manager, Value Added Taxes and Excise Duties, Royal Dutch Shell Group, speaking ât 
the first business session. Seated, Mr D. L. Bryars, B.A., an Assistant Secretary of the Board of Customs and Excise, who chaired the session. 









ће Inland Revenue for giving great weight to asset values when 
-valuing shares, and went on to give the counter-arguments. 

Не commented that, notwithstanding the difficulties, the vast 
< majority of cases were settled amicably without litigation. 


· Residence Overseas 


At the second session on Saturday afternoon, Mr J. P. 
Hardman, F.c.a., gave an address on ‘Migration ~ individuals 
| and companies’. Mr E. А. Lediard Smith, r.c.c.4., Immediate 
CPast-President of The Association of Certified Accountants, 
с was in the chair, 
Mr Hardman gave an example of a client taking up residence 
< abroad and referred to the necessity of acquiring permits for 
_ working and residing in the country concerned. He went on to 
deal with the tax position of an employee taking up employment 
abroad, and of individuals going abroad otherwise than for 
employment. He then looked at the taxation of United Kingdom 
income in the hands of non-residents, warning of the snags and 
¿problems that can arise regarding personal allowances and 
v opening and closing years; the effects of double taxation agree- 
ments, or their absence; investments and capital gains tax; 
- income derived from rents and interest. He also dealt with 
state duty and exchange control, and then went on to deal with 
_ UK companies and branches abroad. 


Finance Act 1971 


~The Monday morning session began with a marathon per- 
"formance by Mr James 5. Heaton, F.c.a., in which he dealt 
о most lucidly and succinctly not only with the legislation in the 
Finance Act 1971 but also with changes announced on July 
-aoth, In the chair was Mr G. D. Н. Dewar, C.A., immediate 
; Past-President of The Institute of Chartered Accountants of 
Scotland. 
Mr Heaton said that the 1971 Act was probably unique in two 
< directions: it enacted legislation about capital allowances which 
had been known and in operation since the previous October; 
and, in the other direction, made detailed provisions which 
| would not apply until 1972~73 and 1973-74. The process was 
; further complicated by an announcement on July 2oth, 1971, 
of further intended changes in capital allowances. 
The speaker welcomed the end of the annual orgy of tax 
changes. The Chancellor might respond to economic conditions 
on the one hand, and on the other provide an adequate pre- 
vparatory period for fundamental changes, after a proper process 
of consultation. This was a new state of affairs for which the 
accountancy bodies and professional press could take just 
"credit. At the same time, it raised difficulties for the student and 
the examiner; one hardly knew when to study changes, and the 
“other hardly knew when to test them. The speaker, therefore, 
-< concentrated on those changes which were immediate, with some 
which will apply for 1972—73 but called for pre-planning. 
= Ме Heaton gave an admirable summary of the changes as 
regards the aggregation of children's income; both in relation to 
 parents' settlements, and more general matters. He devoted 
similar treatment to the new provisions concerning retirement 
benefit. annuities. Dealing with the new provisions for the 
“taxation of a wife's earnings, he pointed out that, although 
„scarcely mentioned in the legislation, there would be an impact 
< on individual liability to surtax flowing from the separation of 
_ the wife's earnings at the standard rate level. 

Turning to close companies, the speaker recounted the new 
provisions relating to shortfall in the case of companies with 
small incomes. He went оп to deal with the new provisions 
concerning loans to directors and employees. He pointed out 
that shares held by trustees for approved retirement benefit 
arrangements could now be treated as held by a non-close 
tompany in considering whether the company whose shares 
they were was controlled by one or more non-close companies. 
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The abolition of short-term capital gains tax and the conse- 
quential amendments to the capital gains tax provisions give rise 
to complications, which Mr Heaton dealt with. He expounded the 
new provisions of exemption for small disposals, observing that 
every measure of relief involved its own complexities, and went 
on to deal with the abolition of the capital gains tax charge on 
death and the further amendments consequential thereon. 

He went into the special case of inter vivos gifts which bear 
duty on the death of the donor. Where the value of the asset 
has been reduced for the purpose of the estate duty calculation, 
according to the period elapsing since the gift, the value at date 
of death is treated as reduced proportionately. Only this re- 
duced proportion will be treated as acquired by the donee or 
trustee at the value at the time of the death. The speaker 
observed that this no doubt followed the principle of the 
amending legislation, but would have the odd result that the 
donee would have an asset which, for capital gains tax, would be 
treated partly as acquired at the value at the date of the gift and 
partly at the value at the date of the donor's death. 

Mr Heaton devoted a good part of his talk to the new capital 
allowances in relation to expenditure after October 26th, 1970. 
He observed that, under the new legislation, capital allowances 
would become increasingly divorced from depreciation. cal- 
culated on any rational basis and would accentuate the need for 
tax equalization accounts, and not only for companies. He 
pointed out the fundamental nature of the change in capital 
allowances in respect of assets bought under hirespurchase 
agreements. 


Transactions in Land 


‘Capital gains tax in respect of transactions in land’ was the 
subject of a talk on € morning by Mr K. R. Tingley, 
Е.С.С.А., with Mr Stanley E. Woods, J.P., F.C.W.A.. F.C.C.A., 
F.C.LS., " immediate Past-President of The Institute of Cost and 
Works Accountants, in the chair. 

A disposal of land could not give rise to ‘chargeable gains’ or 
capital gains tax unless it was first clear that the disposal of the 
land was not a disposal of stock-in-trade and, furthermore, was 
not a disposal which (although not stock-in-trade) was caught 
under Case VI of Schedule D by section 488 of the Income and 
Corporation Taxes Act 1970. He gave a brief résumé of this 
section and then went on to deal with ‘chargeable gains’. There 
were three cases to keep in mind: an out-and-out disposal, a part 
disposal, and the receipt of a ‘capital sum’ — as where a building 
is destroyed by fire and insurance moneys are received. In all 
these cases the precise date of the disposal was important.. 

The Finance Act 1971 had now established that the date to be 
taken was, in general, the date of the contract and not the con- 
veyance. In the case of tax arising by reason of the receipt of a 
capital sum, a special rule had to be applied. The operative date 
was the date of receipt of the capital sum. Mr Tingley dealt at 
length with the exemption granted in favour of the taxpayer's 
residence. This exemption extended to land surrounding the 
house, in general up to one acre including the actual site. 

As regards the complication of the chargeable gain, Mr 
Tingley dealt with the difficult situation where a leaseholder 
acquires the freehold reversion. He said it was doubtful whether 
the original cost of the leasehold could be taken into account, 
unless reliance could be placed on paragraph 8 of Schedule 6 of 
the Finance Act 1965 concerning value ‘derived’ from another 
asset. He dealt with the complicated situation arising from. the 
imposition and subsequent abolition of betterment levy, and 
pointed out that betterment levy might have been paid in a 
circumstance not involving a disposal, e.g., under Case C in 
respect of development. Levy paid in that way would affect the 
calculation of the subsequent capital gains tax on disposal of the 
land. 

Another area of difficulty was the matter of apportionment, as 
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when a trader disposed of his business as a going concern and 
the sale agreement did not apportion the global price among the 
various classes of assets. The speaker questioned whether the 
tax inspector had any power to make any re-apportionment 
where the documents had already made their own apportion- 
ment. The matter could be particularly important where one of 
the assets comprised a leasehold having less than fifty years. to 
run. If a great deal of the consideration was allocated to that 
leasehold, then much of it would be written oif and the benefit 
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He closed his address by referring to two new matters on 
which legislation has been promised. The first was the sale and 
lease-back position, the second was the avoidance of tax on 
chargeable gains by the much publicized device of granting a 
250-year lease to a lessee for a very substantial premium, the 
bulk of which was not payable until some 250 years hence. The 
lessee would have the right to assign the liability to his own 
exoneration. He would then assign it to an associate of the lessor, 
paying a large sum to the associate which was free of capital 


of it lost. 


gains tax. 


Planning for Profit 


Southern Chartered Accountants' Conference at Southampton 


LTHOUGH the theme of the South- 

ern Society's conference on Friday 
and Saturday of last week at Southampton 
University was 'Planning for Profit', a 
forthright plea for better training by 
principals in practice was given after 
dinner dh Friday evening by Mr М. С. 
Lickiss, B.SC.(ECON.), F.C.A., a member of 
the Education Committee of The Institute 
of Chartered Accountants in England 
and Wales. 

Mr Lickiss told his audience that 
‘mere experience is not enough . . .’. 
Articled clerks should not, in his opinion, 
just 'gather' the basics of professional 
accountancy but should also be trained 
conscientiously by their principals. Fur- 
thermore, the Institute's examinations 
should be more realistic, with a syllabus 
that would qualify a man to practise in 
all senses of the word, instead of just 
being a test in memorizing facts. 

'The Final examination of the Institute 
should prove a candidate's sound knowl- 
edge of necessary basic subjects — not 
be an elongated test of superficial 
knowledge of many subjects that might 
or might not be used by the candidate 
in practice. After two years in practice, 
he should undergo a post-qualifying 
examination in those subjects in which 
he has decided to specialize professionally, 
for example, insolvency, auditing, or 
taxation. It would only be on the passing 
of this test that he should be considered 
fit to practise. 


No time to spare 


This controversial note was struck after a 
busy day of listening to lectures followed 
by discussion group sessions. After the 
President of the Society, Mr B. A. Apps, 
F.C.A., had welcomed all present, the first 
lecture was given by Mr M. Holland, 
B.A., A.C.A., of Spicer and Pegler. who in a 
pleasant and most interesting manner 
described "Taxation developments in the 
United Kingdom.’ Although radical 


changes in taxation practice are not due 
to take effect until 1973, Mr Holland 
warned that the time between now and 
then would go all too quickly, and, 
therefore, tax planning in the meantime 
was most advisable. 

As entry into EEC was in the melting- 
pot at present, three categories of taxation 
deserved a little thought. The classic 
system was when individuals were taxed 
separately from companies, as in the UK, 
Netherlands, and Luxembourg. An ex- 
ponent of the double-rate system was 
Germany, but their Treasury had found 
to their cost that a flat rate on a company’s 
profits of 51 per cent with only 15 per 
cent being charged on distributions, 
whilst easy to administer, had attracted 
foreign companies to seek a domicile in 
West Germany where they could vote 
away and distribute all their profits, thus 


suffering a much lower tax rate than 
elsewhere. In France, the credit system 
provided that shareholders obtained 
credit from the tax deducted on dividends 
receivable in respect of the tax (appor- 
tioned) that the company itself had 
suffered on its profit. 


Vital statistics 


Vital statistics were undoubtedly on the 
mind of Mr L. Hall, F.c.a., of Mann Judd 
March & Co, when he opened his lecture 
on "Thoughts on tax planning'. Indeed 
he likened his talk to a mini-skirt because 
he was going to make it 'short enough 
to be attractive, but long enough to cover 
the subject. He did in fact deal very 
specifically with various points that were 
bound to arise in tax planning, and — with 
the aid of a projector operated by Mr 





Talking things over in the grounds of Southampton University. Mr B. Apps, F.C.A., President 
of the Southern Society (second from right), Mr M. Lickiss, B.Sc.(Econ.), F.C.A., a member 
of the Council of the Institute (a/so seated), and (/eft to right), Mr D. Williams, F.C.A., Mr 
B. R. J. Gill, F.C.A., a group leader, and Mr A. Sells, A.C.A., the course organizer. 
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A. Sells, А.С.А., the course organizer, and 
lighting effects by a representative of The 
Accountant - Mr Hal! made comparisons 
of corporate and non-corporate status, 
and dealt with the effect of the Finance 
Act 1971 on the ‘freeing’ of earned in- 
come, the computation of a ‘no shortfall 
area’, and the ‘free’ zone for surtax. 

On the use of companies in tax plan- 
ning, Mr Hall illustrated the benefits of a 
separate storage company for a publishing 
house but warned the audience to take 
care from a taxation point of view when 
planning the liquidation of a close com- 
pany. Timing was an essential ingredient 
of tax planning and most crucial in cases 
of change of residence. * 


Where credit is due 


Following these two lectures on taxation, 
the first address on Friday afternoon was 
in distinct contrast; Mr W. V. Adams, 
F.LC.M., M.LEX., credit manager of 
Mullards, spoke on ‘The role of the 
industrial credit manager’, and gave a 
most comprehensive talk ranging from 
the personal qualities of a credit manager 
to the effective use of a computer to 
account for trade debtors. 

In Mr Adams’s opinion, an effective 
credit manager should be a decently 
groomed, well-paid extrovert who was 
sales/profit orientated and who viewed 
credit as an essential part of the entire 
marketing operation. A good credit 
policy demanded consultation between 
the credit manager and the sales, pur- 
chasing and accounts departments, so 
that he could indicate to them what the 
normal or standard terms of credit 
should be, and to what extent departures 
from these terms could be permitted. Two 


i ; à 
En route to a lecture, Mr W. J. Lawrence, F.C.A. (centre), Mr J. S. Short, F.C.A. (right), and 
Mr M. J. Treasure- Jones. 
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Mr M. Holland, B.A., A.C.A., at the lectern. 


basic questions always arose in sanction- 
ing credit. Is the customer good for credit? 
If so, for how much? To assist the 
answering of these questions, various 
sources of information were available 
such as commercial agencies and trade 
protection societies, banks, the trade itself, 
the company's own sales department, but 
in most cases an interview was most 
helpful — in addition to information 
gleaned from these agencies, as no basic 
formula could be laid down for setting a 
credit limit. 

In an endeavour to obviate the risk 
of bad debts, sales potential could well be 
diminished and as a testimony to this 
situation and to Mr Adams's own ability 
in this direction, out of £40 million 
worth of receivables for which he was 
responsible in his own company, there 
was only an element of £6,000 of bad 
debts. Furthermore, an interview with a 
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customer often established the avail- 
ability of financial resources that did not 
always appear from a scrutiny of the 
annual accounts. Of particular interest to 
this audience was undoubtedly a balance 
sheet analysis that Mr Adams gave to 
indicate the main ratios to be looked at 
from the credit angle. 


Management accounting 

As a tribute to the need for more manage- 
ment accounting in small and medium- 
sized business, Mr Adams pointed out 
that the biggest single cause of over- 
investment in receivables was the in- 
efficient bought ledger procedures of 
customers. 'l'he usual string of collection 
letters was of little avail in industrial 
credit, and the first check on whether the 
customer had reason for non-payment 
should certainly be the ascertainment of 
pricing errors, wrong deliveries and so 
on. Once again there was no magic 
formula but ways must be found for 
payment motivation such as performance 
rebate, and the appointmenteof sole 
suppliers for particular commodities. 
It was essential that liquidity problems of 
customers should be served because 
supplies should only be stopped as a last 
resort. Establishment of good personal 
relationships at the outset would make 
the path easier in times of trouble. 


Credit for exports 


No reference to credit could ignore the 
export industry. It was very necessary, as 
Mr Adams pointed out, for a credit 
manager to know something of the current 
economic and political situation in each 
overseas market, and to understand 
foreign exchange, exchange control, bills 
of exchange and letters of credit. This 
would inevitably lead him into the sphere 
of credit insurance, even if UK trading 
had not done so previously: it was, 
therefore, necessary to study the method 
of operation of the Export Credit 
Guarantee Department of the Depart- 
ment of Trade and Industry. 

The final address of the conference was 
given by Mr К. J. Sharp, т.р., M.A., J.P., 
F.c.A.. a member of the Accounting 
Standards Steering Committee of the 
Institute, whose subject was, as might be 
expected, ‘Accounting standards — where 
do we go from here?" Mr Sharp dealt 
with the historical background of the 
Statement of Intent, the constitution of 
the Committee, its method of work and 
possible improvements. He described 
the scope and purpose, the initial pro- 
jection, the achievement so far, and 
future progress of the Committee’s 
programme, and outlined some possible 
dangers with which they might be con- 
fronted. 
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LIVERPOOL'S TOPICAL 
LECTURES 


~. Some of the more tricky accounts which 
г arise in examinations will be clarified in a 
г lecture to be given by Mr M. С. Cox, 
ACA, on Thursday next, October 14th, 
Дог members of the Liverpool CASA. 

. Despite the wide publicity the In- 
; dustrial Relations Act received when it 
сате into operation on October 1st, the 
profession will still need to know in some 
finer detail how the new Act will affect 
them. Tis is precisely what Mr J. V. 
Bootham, M.a., will do for members at 
the next meeting on October 21st. 

Of equal importance is the proposed 
value added tax on which there is still a 
great deal of misunderstanding. It is 
essential that members understand. the 
Act from the start and, at а meeting on 
October. 28th, Mr Сб. С. Wall, a.c.a., 
will explain how it works and how it will 
be implemented. 

All these meetings will be held in the 
Library at 5 Fenwick Street. 





NEW COURSE OFFERS 
INDIVIDUAL TUITION 


-— FROM October 1971, the National Ex- 
. tension College, Cambridge, will be 
offering courses for both parts of the 
Final examination of The Institute of 
Chartered. Accountants in England and 
: Wales. These courses follow the pattern 
developed by the College for students 
— preparing for external degrees in law and 
га wide range of other subjects at this 
level. 

i: Broadly, the student will be provided 
- with guidance on his reading and with a 
limited number of special hand-outs and 
prepared tests. However, the special 
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facility available to him will be the right 
to call on the guidance throughout his 
studies of a specifically nominated tutor or 
tutors on whose qualifications he will be 
fully informed. The attention provided 
by these tutors is strictly individual and 
may be offered through direct contact or 
by correspondence. 

The first course will be open to candi- 
dates preparing for the November 1972, 
Part I examination. The basic fee for the 
course will be /48. Students will be 
entitled to a minimum of 12. hours’ 
personal attention from the appointed 
tutors, and may requisition further time 
at a rate of {2-50 per hour. Students 
continuing with the Part II course will 
pay a further £30 to cover course material 
and the minimum tutorial time. 

Under the system, the student: will be 
allocated a tutor who will provide general 
supervision and guidance in his course 
and specific care in one or more subjects. 
Other tutors will be nominated to guide 
him in preparing for other papers. 
Students in the same firm or in the same 
locality may associate themselves in a 
common study group, and thereby derive 
a common benefit from a pooling of 
tutors’ attention. 

Course fees may be paid either in cash 
at the commencement of studies. or over 
the period by bankers’ order, Further 
information about registration procedures, 
fees, etc., may be obtained from the 
Student Adviser (Professional Studies), 
National Extension College, Shaftesbury 
Road, Cambridge CB2 2BP. 


CREDITORS AND COMPUTERS 
AT HUDDERSFIELD 

As previously announced under ‘Round- 

about’, members of the Huddersfield 

CASS are reminded that Mr B. Ward, 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Telephone 01-834 2002 (4 lines) - 


Е.С.А., will be chairing a mock creditor 
meeting for members . next Tuesday, 
October 12th. The meeting, which will | 
start promptly at 7 p.m., will be held at us 
the Huddersfield YMCA. um 
On November rst, at the same venue 
but commencing at 7.30 -p:m., there is 
to be a useful так оп "The auditor an 
the computer’, by Mr C. E. Druc 
B.A., ACA. It will. be the first time such 
a subject has been presented to the Society 
and the meeting should therefore be of 
considerable value to members: who finc 
the subject difficult or far removed from 
their own practical experience. | 


















CHESTER AND NORTH WALE: 
BECOMING MORE ACTIVE - 


IF the encouraging attendances at th 
first four evening meetings of the Chest: 
and North Wales Branch of the Liverpo 
CASA continue, then this import 
part of the Branch’s activities should 
a considerable strengthening of its pr 
vious weak position due to lack of res 
ponse. It is essential that membe; 
continue to support the committee 
work and not plague it with inertia as hi 
so often been the case in the past. 
Evening. meetings are held.at Flin 
shire ‘Technical College commencing 
7 p.m., and on "Tuesday next, Octob 
12th, there will be a lecture on ‘Con- 
solidated profit and loss accounts". Th 
will be followed by 'Liquidations | 
voluntary and compulsory winding-up 
on October ioth and ‘Computation | 
estate duty, including the treatment 
nomination policies’, on October 26th. 
Liverpool. students resident in Wirral 
may also attend these lectures. | 
‘Roundabout’ has been. asked to point | 
out that although the College requires а. 
nominal fee for lectures, this is not |. 
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payable by members as many seem to 
think — fees are paid by the Branch. 
Those attending lectures should inform 
the new secretary of the Branch, Richard 
Varmen, c/o Jones & Hack, 10 White 
Friars, Chester, Telephone 21-21002. 


Annual Dinner Dance 


Tickets, price £1-50, are now available 
for the Branch’s annual dinner-dance 
which is due to be held on December 
18th at Stanley Palace, Chester. Com- 
mencing at 7.30 p.m. and continuing 
until the early hours, it is anticipated 
that there will be a ‘first-rate’ band which 
is at present being negotiated through an 
agency. Tickets can be obtained from 
Richard Varmen or any committee 
member, or through any committee 
member of the Liverpool CASA. 


MANAGEMENT ACCOUNTANCY 
AT EXETER 


THERE were encouraging attendances at 
the two one-day seminars on manage- 
ment accountancy held recently by the 
Exeter CASS at Exeter University. 
Conducted by Mr P. A. Kirkman, F.C.C.A., 
A.C.LS., A.M.B.I.M., lecturer in charge of 
accountancy studies at the university, the 
first seminar dealt mainly with budgetary 
control and cash-flow charts, whilst at the 
second the subjects covered were ac- 
counting ratios, capital gearing, and 
DCF. 

Those who attended found the 
seminars a most useful aid to their 
studies and particularly appreciated the 
lecturer’s willingness to tailor the content 
to individual needs. 


Exeter Skittles Match 


Following the easy cricket win of 
Exeter CASS against the Finance De- 
partment of Exeter University (“Round- 
about’, July 15th), the University has 
kept its threat to get revenge by challeng- 
ing the Society to a skittles match, which 
has been arranged for Monday, October 
11th. So that the Society can again 
emerge as victors members who are 
strong players should contact without 
delay, M. U. Afzal, c/o Peplow, Warren 
& Furler, 24 Southernhay East, Exeter. 
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BIRMINGHAM'S EASY WIN AT NOTTINGHAM 
SPORTS FIESTA 


Tue Going-Scothorne Evans Cup, won 
last year by Liverpool CASA as the 
overall Nottingham Sports Fiesta winners, 
was recaptured by Birmingham CASS 
after a lapse of three years at this year's 
fiesta again arranged by the Nottingham 
CASS at Highfield Playing Field, Not- 
tingham, on September 24th. 


The tennis pair, consisting of Julian 
Hare, the present Warwickshire Junior 
Champion and Michael Fellows, who has 
also played for Warwickshire Colts, won 
their final, again against Liverpool, for 
the loss of only two games. The hockey 
captained by Brian Disbury, 


team, 





m 


L & 


Five members of the victorious Birmingham CASS. Left to right, Julian Hare, Alan Adam (holding 
the Punter's Cup), Mick Fellows (with the tennis trophy), David Hare (with the Fiesta Cup), 


and Robert Lander. 


Participating in all six sports, namely 
rugby, tennis, hockey, golf, squash and 
football. Birmingham won the rugby and 
tennis and were runners-up in the 
hockey. 

The rugby seven, captained by Alan 
Adam, had little opposition in the first 
two rounds, winning 38-o and 18-о. 
However, in the final, they found them- 
selves o-13 down at half-time against 
Liverpool. This seemed to inspire them 
to greater things and in the second half 
they scored 18 points, thus clinching 
victory in the Punter's Cup. 


played extremely well all day, just being 
pipped in the final by Liverpool 2 goals to 
Г. 

The other three teams all played their 
hardest and added to the general team 
spirit — something lacking sometimes in 
students’ society affairs in general to- 
day. 

David Hare, the Birmingham Society’s 
secretary, was presented with the overall 
winners trophy at a victory party at a 
nightclub in Nottingham. This was 
promptly filled with champagne to round 
off a splendid day’s sport. 
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| 
Notes 
and 


Notices 


PROFESSIONAL NOTICES 


ALBUM, PELTER & Co of 271 Penton- 
ville Road, London Ni 9NL and 15 
Willow Way, London N3, announce that 
the partnership between Mr Н. ALBUM, 
Е.С.С.А., and Mr J. PELTER, F.C.C.A., 
F.T.1.1., has been dissolved by mutual 
consent with effect from September 3oth, 
1971. Mr ALBUM has commenced prac- 
tice on his own account at 15 Willow 
Way, Finchley, London N3 (telephone 
01-346 3774) with effect from October 
Ist, 1971, and Mr PELTER has commenced 
practice on his own account under the 
style of PELTER & Co, at 271 Pentonville 
Road, London Ni 9NL (telephone 
01-837 3765) with effect from October 
ISt, 1971. 


BEEVER & STRUTHERS, Chartered Ac- 
countants, announce that Mr BRIAN 
LLOYD, A.C.A., was admitted into partner- 
ship as from October rst, 1971. 


Г. Е. Hore Jones & Co. Chartered 
Accountants, announce that Mr A. B. 
Maughan, A.C.A., and Mr A. A. WILSON, 
B.SC.(ECON.), A.C.A, who have both 
been associated with the firm in senior 
capacities, are joining the partnership 
with effect from October rst, 1971. 

Peat, Marwick, MITCHELL & Co 
(Leicester partnership) announce the 
retirement from the firm on September 
3oth, 1971, of Mr C. L. WYKES, F.C.A., 
who became a partner in the predecessor 
firm of Муке5 & Co, in August 1939. 
'The practice will be continued by the 
remaining partners. 


PricE WATERHOUSE & Co (United 
Kingdom firm) announce the retirement 
on September 30th, 1971, of Mr W. E. 
PARKER, C.B.E, F.C.A., who will be 
succeeded as senior partner by Mr S. M. 
Duncan, Е.С.А.; also the retirement of 
Messrs S. V. LANCASTER, T.D., F.C.A., 
E. D. McMiLLAN, Е.С.А., and A. M. 
INGLIS, С.А. Mr LANCASTER also retires 


c — — 


ACCOUNTANT 
from the associated firm of HOWARD 
SMITH THOMPSON & Co. 


Price WATERHOUSE & Co (United 
Kingdom firm) announce the admission 
to partnership on October rst, 1971, of 
Mr N. H. DEAKIN, A.C.A., a senior mem- 
ber of the Nottingham staff who will re- 
main in Nottingham, and of Mr P. J. 
BvwoRTH, F.C.A., formerly a partner in 
their Nigerian firm who will be resident 
in Cardiff; also of Messrs M. D. Cann, 
Е.С.А., and C. Н. Durr, F.c.A. PRICE 
WATERHOUSE & Co (United Kingdom 
firm) also announce that Мг Р. 
HOoLDSTOCK, barrister, has been appointed 
a director of their service company and 
will be based in London as director of 
International Tax Services; Mr A. G. 
THORNE, chartered engineer, has been 
appointed a director of PRICE WATERHOUSE 
ASSOCIATES, their management consult- 
ancy service company, and will be based in 
London with responsibility for its indus- 
trial division. 


PRICE WATERHOUSE & Co and STURGES, 
Fraser & Co announce that as from 
October 1st, 1971, the practices of the 
two firms will be conducted in association 
from 3 Frederick’s Place, Old Jewry, 
London EC2R 8DB and 2 Copthall 
Buildings, Copthall Avenue, London 
EC2R 7EY. The partners in STURGES, 
Fraser & Co will be: Messrs S. M. 
Duncan, Е.С.А., and A. Н. CHAPMAN, 
F.C.A., partners in the United Kingdom 
firm of Price WATERHOUSE & Co and 
Messrs M. D. Carr, Е.С.А., С. Н. Durr, 
F.C.M, С. С. BICKNELL, Е.С.А., and 
М. Н. J. THORNE, F.c.A. Mr Carr and 
Mr Durr are being admitted to partner- 
ship in Price WATERHOUSE & Co and 
Mr BickNELL and Mr Тновхе will join 
as managers. 


STURGES, FRAsER & Co announce that 
as from October 1st, 1971, their practice 
in London and Guildford is being con- 
ducted in association with PRICE 
WATERHOUSE & Co. Messrs A. D. Lucas, 
A.C.A., and А. M. PIERPOINT, A.C.A., retire 
from the partnership and join the staff 
of PRICE WATERHOUSE & Co. 


APPOINTMENTS 


Mr Jon Bellwood, А.С.А., commercial 
manager of Rosedale Industries, has been 
appointed to the board of the company as 
commercial director. 

Mr John Corbett, Е.С.А., who has 
retired from Peat, Marwick, Mitchell & 
Co, has accepted invitations to become a 
non-executive director of APV Holdings, 
Moss Bros and W. H. Smith (Holdings). 

Mr W. W. Fea, F.c.A., has joined the 
board of Geo. Salter & Co, as a non- 
executive director. 


Mr У. О. A. Ogunba, F.C,C.A., has been 
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appointed Chairman of the Nigerian 
Federal Board of Inland Revenue with 
effect from September 6th. 


Mr Brian Phillips, А.С.С.А., has been 
appointed general manager (finance) of 
Nationwide Building Society. 

Mr D. Robson, Е.С.А., has been 
appointed to the new position of group 
financial director of the Charterhouse 
Group. 


Mr Kevin O'Sullivan, A.C.A., has 


become finance director and secretary 
of Houseman & Thompson. 





Mr K. O'Sullivan. Mr M. Paris. 

Mr Malcolm Paris, Е.С.А., financial 
controller of Bovis, has been appointed 
to the main board of the company. 


Mr L. J. Sammons, А.С.С.А., has been 
appointed financial director of Brightside 
Heating and Engineering Co. 


Mr R. Tyrer, B.COM., F.C.A., chief 
financial executive of Allied English 
Potteries, has been appointed to the 
board of the company. 


TAX RESERVE CERTIFICATES 


The Treasury announced last week that 
the rates of interest on both personal and 
company tax reserve certificates sub- 
scribed on or after September 29th, 1971, 
will be 33 per cent a year on certificates 
tendered in payment of tax. For company 
certificates surrendered for repayment in 
cash the rate of interest will be 2 per cent 
a year. 

The rates of interest on personal and 
company certificates subscribed before 
September 29th remain unchanged. 


TAXATION OF WIFE'S 
EARNINGS 


Section 23 and Schedule 4 of the Finance 
Act 1971 give married couples a new and 
important option in the tax treatment of 
the wife's earnings. This takes effect in 
the tax year 1972—73 beginning April 6th, 
1972. А leaflet entitled Taxation of 
Wife’s Earnings has been prepared which 
explains the main features of this change 
in the law. The leaflet is obtainable, free 
of charge, from any office of HM Inspec 
tors of Taxes. Its number is IR 13. 






LIVERPOOL SOCIETY'S 
TAX COURSE 


– ‘Practical effects of the Finance Act 
| 1971' is the subject of a one-day 
= course to be held by The Liverpool 
_ Society of Chartered Accountants on 
_ October 28th at the Prince of Wales 
_ Hotel, Lord Street, Southport. The 
"speaker will be Mr К. R. Tingley, 
СВА, FOLE, who will incorporate 
in his address references to the Green 
© Papers on value added tax and cor- 
poration tax as well as dealing with 
| certain cases decided in recent months 
which affect the practical application of 
‘taxation. . 
15 There will be three lectures given by 
-= Mr. Tingley and although these will be 
-interspersed with discussion periods, there 
< will be a plenary session in the afternoon. 
Fee for the course is £5 including 


MARKETING INFORMATION 


| A> research assignment using financial 
-analysis techniques has provided a manu- 
‘facturing company іп the electrical 
= industry with valuable information not 
© only about its own distribution channel, 
_ but about those of its competitors as well. 
The company, distributing half its 
turnover through a network of 170 
dependent retailers of which 120 were 
` formerly exempt private companies, knew 
. practically nothing about them, but 
: suspected that financial constraints were 
: inhibiting many of them from carrying 
` adequate stocks even when business was 
· good, An estimate was required of the 
"likely cost of financing the channel, and 
| Ето members of the Birmingham Graduate 
' Centre for Management Studies, Mr R. E. 
У, Groves and Mr R. Harrison, were 
_ commissioned to look into this problem. 
=- Having drawn a complete blank with 
= the more usual market research tech- 
niques of first posting a questionnaire to 
the companies involved and then sending 
pretty girls to ask the questions instead, 
_ they decided that Companies House was 
. the obvious place to go next. Here they 
encountered the inevitable filing backlog, 
. and were interested to find that Com- 
panies House depends on members of 
he public to initiate progress-chasing 
г on individual companies. (So if you are a 
€ company secretary and receive a re- 
«minder about your annual return or 
accounts, that means somebody is in- 
^ westigating you). 
5 The data collected was of two kinds; 
statistics on charges registered. between 
. X960 and 1969, and financial ratios which 
.were available for the majority of com- 
panies only for the period from 1966 to 
- "tob. The distribution channels of three 
competitors were also surveyed, and the 




















coffee, luncheon and tea, and applications 
to attend should be made to the Society’s 
secretary, 5 Fenwick Street, Liverpool 2, 
not later than October 21st. 


CITY DISCUSSION GROUP 


The first meeting in the 1971-72 session 
of the City Discussion Group of the 
London and District Society of Chartered 
Accountants will be held on Wednesday, 
October 13th, when the topic of the 
dinner/discussion will be “The future of 
the profession’ led by Mr R. E. Cornwell, 
M.A., A.C.A. 

New members will be welcome and 
those interested should contact the 
secretary, Mr P. E. Haynes, А.С.А., of 
Halletts, Chartered Accountants, 38 
Finsbury Square, London ЕС2. Tele- 
phone 01-638 9046. 


FROM COMPANIES HOUSE 


results of this work were summarized in a 
paper presented recently to the Southern 
Area Conference of the Association of 
University Teachers in Accounting. 

'The marketing question which led to 
the commissioning of the work was 
solved to the manufacturer's satisfaction, 
but the authors feel that the information 
obtained is of interest in the wider 
context of small business financing, upon 
which it may throw more light than the 
questionnaire survey being made by the 
Bolton Committee of Inquiry on Small 
Firms. Further work has, therefore, been 
done on a random ‘control group’ 
selected from all 'live' companies re- 
gistered. 

The main conclusions reached to date 
are (1) that all the small firms studied are 
dependent upon short-term finance to a 
much greater degree than has been shown 
by earlier published research, and (2) 
that the Radcliffe Committee's findings 
about the dependence of small firms upon 
the clearing banks are still valid, so that 
most business bank overdrafts are not 
current liabilities in any real sense. T'wo 
gaps in the information required by the 
1967 Companies Act have made the 
financing picture much less complete 
than it might have been: it would have 
been useful to know the annual expendi- 
ture on property rentals, and the amount 
of the agreed overdraft limit at the balance 
sheet date. 

Although none of these general con- 
clusions will be news to auditing firms, 
it is useful to have on record the results of 
a piece of ‘open’ research like this. The 
efficiency of distribution channels is 
critical to the success of most manu- 
facturers, and the methods used in this 
survey may be of value to others. 
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THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


‘The finance of Christian missions and 
societies — faith or works? will be the 
subject of a discussion to be held at 7 p.m. 
on Tuesday next, October 12th, at 
Chartered Accountants’ Hall, Moorgate 
Place, London EC2. The discussion will 
be chaired by Mr Robert Ewan, F.c.a., 
Chairman of the Fellowship. 

A buffet supper will be available at 
6.15 p.m. (charge £1, students sop). 
Accountants and their friends are wel- 
come at these meetings, whether or not 
they are members of the Fellowship. 


VALUERS MERGE 


The two well-known firms of valuers, 
stocktakers and assessors, Orridge & Co 
and Ernest J. George & Co, have an- 
nounced the merging of their respective 
businesses as from October rst. The 
combined business will trade in future as 
George, Orridge & Co, with its principal 
offices at Regent House, 23 5-241 Regent 
Street, London МІК 8SU 

It is of interest to note that the late 
Mr Benjamin Orridge, founder of the 
business in 1846, was one of the founda- 
tion members of the Pharmaceutical 
Society, and at one time held the appoint- 
ment of chemist to her late Majesty 
Queen Victoria. 


CHARTERED ACCOUNTANTS’ 
GOLFING SOCIETY 


The autumn meeting of the Chartered 
Accountants’ Golfing Society was held 
at the West Hill Golf Club on September 
23rd. The weather was fine and the 
course in excellent condition. 


LEADING Scores 
STABLEFORD MEDAL 


Pts 

P. J. Hughes (4), won First. Prize (on last 
nine) and Scratch Prize (35 pts) .. 39 
J. Foreman (7), won Second Prize . 39 
J. Morris (5) i% T .. 36 
W. B. Henderson (10) Ра og .. 34 
F. C. Arnold (11) . S. .. 34 

(41 played) 
STABLEFORD FOURSOMES i 

Pts 


Н. J. Finden-Crofts (17) and J. Foreman `` 
(7) won First Prize 36 
]. H. Shaw (12) and A. B. "Green (4), won. 


Second Prize... 34 
Е. Stansil (12) and K..A. Jefferies (2) „3 
D. N. Stratford (7) and J. Morris (3) и 432 
J. H. Bradfield (9) ава P. Knight (то)... 32 


The A. T. Turquand-Young Challenge 
Cup for the best aggregate at the summer 
and autumn meetings was won' by 
J. Foreman with 36 points at St Georges 
Hill and 39 at West Hill — a total of 75 
points. 





STUDENT with three ‘A’ levels seeks four 
articles. Holds. preliminary certificate, 
у immediately. ~ Please write K. У. 
Ch Muncaster Road, London SWEL 
(Tel, 01-223 2343.) 
TRANSFER OF ARTICLES SOUGHT for 
two years in or around London. Have two 
-experience in incomplete accounts, 
ng up and wages. ~ Box TO 3024. 
| TRANSFER OF ARTICLES wanted with 
a View to widen experience. Good education, 
appeared intermediate. Principal’s consent 
obtained, ~ Write Box TO 3049, 
"WEST INDIAN, 22, five years’ British 
‘acco ancy experience. Six О” levels (two 
distinctions), two ‘A’ levels (Law and 
omics, ‘A’ and 'B' grades), seeking 
ondon-based articles. Excellent references 
vailable. ~ Box WI 314 
| G AND HARDWORKING COL- 
EG БАУЕР, nearly 19, with seven good 
О" levels and three ‘A levels (done in one 
саг), seeks four years’ articleship in London. 
Please write Box YA 3188. 
iG INDIAN (21), M.Sc, seeks four 
Preliminary exempted. - 






























rs". articles. 
"write to S. Sharma, 35 Arterberry 
d, Wimbledon, London SW20. 
YOUNG LADY with good economics degree 
‘rom English university, and eighteen months’ 
researeh/office experience, seeks articles in 
London. ~ Please reply Box. YL 3212. 
“YOUNG MAN (Q1), with three ‘A’ levels 
‘and five *O' levels, seeks articleship in or 
atound London. Available immediately. ~ 
"Please write to Mr L, AR Leone, 49 Westbury 
Road, Wembley, Midd. 
‘OUNG PERSIAN 5 eight ‘O’ levels and 
D. ín business studies, exempted from 
the Institute preliminary examination is seek- 
jing articles in London, available immediately. 
Please write to Mr Yassini, 4i Kensington 
Gardens Square, London W2. 
YOUNG STUDENT with seven 'O' levels, 
“geeks articles in ор around London. Prelimi- 
пагу exempted, ~ Please write to Box YS 3057, 











PARTNERSHIPS 
AND PRACTICES 





A.C.A., broad general experience within 
profession since qualifying, all aspects of 
medium-sized and smaller clients, incomplete 
‘records, company and personal taxation, 
secretarial practice, seeks partnership. ~ Box 
АС 3215, 


“ACCOUNTANCY PARTNERSHIP AND 
SUCCESSION CONSULTANTS. ~ The 
recognized medium for sale and purchase of 
practices апа partnerships for over forty 
years. Valuations. ~ GORDON FO & 
CO, Westminster Bank ee London 
‘Bridge, London SEI (HOP 1209 

“ACCOUNTANT OFFERS small single office 
with secretarial services to a chartered 
accountant at reasonable terms in return for 
3 Хувиа consultation. ~ Phone 01-723 2469. 


ACCOUNTANT with G.R.F. £6,000 and 
office in Muswell Hill, London N10, seeks 
working arrangement with another. Open 
^to any suggestions of mutual benefit. - Box 
AW 3114. 

A CITY FIRM of chartered accountants 
wish to expand their practice by the ac- 
quisition of additional fee income in or 
around the London area, Inquiries are parti- 
;eularly invited from practitioner мо T i 
< contemplating retirement. - Box A 
AMBITIOUS CHARTERED ACCOUNT. 
ANT in mid-twenties requires accountancy 
practice in Leeds area. Finance available 
immediately, Would also consider purchasing 
а partnership in an expanding firm. ~ Box 
AC 3154, 


А QUALIFIED MAN working on his own 
might like to join up with West London 
"certified firm. Period of association followed 
by full artnership provided satisfaction on 
both sides. Capital not material at outset. — 
Box AQ 3038. 

“BLOCK OF AUDITS and incomplete 
records up to £10,000, in London or Home 
Counties, Tuy ~ Tel, 01-952 6694. 


CA, SOLE PRACTITIONER South Lon- 

Sonisurrey. with ОВЕ. approximately 
0,000, seeks panner preferably with 
ucleus. ~ Box CA 316 


aes ACCOUNTANT seeks quali- 
fied. partner with existing connection. — 
“Tel. (evenings) Harpenden 60822. 
CERTIFIED ACCOUNTANTS seek work- 
SON rangement with London practice. ~ 
х С 

CERTIFIED. ‘ACCOUNTANTS seeks work- 
ing. arrangement/partnershipjsuccession or 
purchase of block of audits up to £4,000. — 
Box CA 3119. 


CHARTERED ACCOUNTANT required 
for partnership in rapidly expanding East 
Coast practice. — Write Box CA 3176. 
CHARTERED ACCOUNTANT wishes to 
acquire small practice in Sussex, or partner- 
Ox 





CHARTERED ACCOUNTANT with own 
nucleus would like to meet practitioners in 
the East Cheshire/Manchester area con- 
templating retirement or wishing to dispose 
of their practice. - Box CA 3151. 
CHARTERED ACCOUNTANTS in London 
EC2 with fees of £40,000 and two partners 
(one retiring), wish to merge with firm of 
similar or larger size. - Box CA 3169. 
CHRISTIAN CERTIFIED ACCOUNTANT 
in progressive practice in SE. Essex is seeking 
a qualified assistant with similar ideals with 
view to partnership. - Reply Box CC 3217. 
CITY CHARTERED ACCOUNTANTS, 
three partners, twenty staff, with a number of 
clients in the outskirts of London would 
like to discuss an association leading to 
merger with a provincial urban firm, practis- 
ing within a thirty-five-mile radius of London 
who may consider a City connection to be an 
advantage and lead to the ioint expansion of 
the practices. - Box CC 

CITY FIRM, EC4, with surplus accommoda- 
tíon and staff would like to hear from 
practitioner seeking the benefit of a larger 
organization or the means to effect their 
retirement. ~ Tel. M. G. Hart, 01-626 4271. 
CITY FIRM of chartered accountants are 
desirous of expanding their practice by the 
acquisition of additional fee income £10,000— 
£15,000 in the London area. Inquiries par- 
ticularly invited from practitioners contem- 
plating retirement. - Box CF 3170. 


COMMON MARKET 


International Firm with its own offices 
throughout the Common Market is 
prepared to discuss future developments 
with provincial or London firms with 
European needs. – Box CM 8350. 


DEVONSHIRE. ~ Young chartered ас- 
countant with progressive outlook and 
really effective post-qualifying experience, 
required as partner for thriving practice. 
Саро the most important factor. ~ Вох 


F.C.A. WISHES to acquire practice or 
partnership, London area. Outright purchase 
if required. Will consider working arrange- 
ment leading to succession or partnership. — 
Box FC 3190. 

F.C.A. wishes to purchase practice with 
G.R.F. £10,000 to £15,000, preferably in 
the South or South-west, but any area 
considered. Outright cash purchase if 
required. ~ Box FC 3096. 

GUILDFORD AREA (branches ~ Tunbridge 
Wells and Chichester), chartered and certified 
accountants, Mg ire senior recently qualified 
candidate or finalist for their expanding 
practice in the South of England. Salary 
negotiable, but minimum £2,000, eventual 
partnership offered to suitable applicant. No 
capital required, ~ Reply Box GA 3219. 
LONDON AREA or SE. Essex. Sole practi- 
tioner requires to purchase x block of 
incomplete records. - Box LA 

LONDON CHARTERED ACCOUNTANTS 
are interested in expanding their practice and 
invite inquiries from practitioners contem- 
plating retirement. - Box LC 6429. 
LONDON CHARTERED ACCOUNT- 
ANTS (City), a ee accommodation of 
approximately 1,200 sq. ft. when lease ex- 
pires in 1972, wish to find new premises 
jointly with others similarly placed, with view 
to amalgamation. - Box LC 3168. 
MANCHESTER ACCOUNTANTS with 
gross fees around £7,000 wish to amalgamate 
with a firm or similar size. Offices available. — 
Box MA 3068. 

MANCHESTER AREA. — Chartered ac- 
countants wish to purchase small practices or 
blocks of audits, or enter into working 
arrangements with overburdened  practi- 
tioners, – Box MA 3093. 

MEDIUM-SIZED CHARTERED AC- 
COUNTANTS at present in the City but 
shortly moving to the Baker Street area 
require qualified senior able to take over and 
manage a mixed selection of work with the 
expectation. of partnership within a very 
short period if satisfactory. — Please write 
with full details of background and experience 
to Box MS 3179. 





MEDIUM-SIZED CHARTERED AC- 
COUNTANTS, London WC2 area, 

have a vacancy for a potential partner. 

Aged 28 to 32, his experience should 
include audits of public and large private 
companies and a practical application of 
general taxation. Commencing salary 
will be in the region of £3,230 p.a. with 
prospects of partnership within 12 
months. A contribution to the working 
capital of the practice will be expected. — 
Write Box MS 8388. 





PARTNER REQUIRED to take sole charge 
of Reading practice. Capital required £5,000, 
~ Box PR 3216. 


BEDFORD- 
HUNTINGDONSHIRE. 

Practices. or block of audits required by 
expanding firm of accountants within the 
above or surrounding area. ~ Box NB 2915. 
NORTH-WEST LONDON CHARTERED 
ACCOUNTANTS wish to acquire G.R.F. 
up to £10,000. Inquiries from retiring practi- 
tioners welcomed. — Box NW 3129. 


NORTHAMPTONSHIRE, 
SHIRE, 





PARTNERSHIP OPPORTUNITIES. — 
A NUMBER OF EXCEPTIONAL 
PARTNERSHIP | OPPORTUNITIES 
NOW EXIST FOR AMBITIOUS 
QUALIFIED ACCOUNTANTS 
THE U.K. CONTACT US IN STRICT. 
EST CONFIDENCE FOR CAREFUL 
ATTENTION AND ACTION. – AC- 
COUNTING _ ASSOCIATES, 168 
FINCHLEY ROAD, LONDON NW3. 
(01--794 0202.) 


PRACTICE OR PARTNERSHIP 
SOUGHT 


C.A. seeks purchase of a sound basic 
practice or partnership in London SE. 
area, to form a base for the development 
of a European clientele. Advising in 
company formation in Europe, taxation, 
etc., or European companies setting up in 
Britain. 1 want to capitalise on almost 
unique experience and contacts with 
particularly German-speaking countries. 
Age 49. Fluent German. Up to £25,000 
cash available for a sound investment. 
Alternative would consider establishment 
of German office. Discussions London. ~ 
Box PO 3214. 


PRACTITIONER WISHES, through ill 
health, to dispose. of practice thirty miles 
London, G.R.F. £12,500 and rising. Insur- 
ance and building society agencies held. Price 
£0,000, plus office furniture and fixtures 
£1,500. — ba Box PW 3028. 
RETIREMENT PROBLEMS? Sole practi- 
tioner, not necessarily qualified, is invited to 
contact two-partner NW. London firm with 
spare accommodation and capacity. ~ Box 
RP 3097 


SLOUGH CHARTERED ACCOUNTANTS 
bave a vacancy for a personal assistant to 
partner with ri ce d partnership in due 
course. - Box 

SURREY QUALIFIED ACCOUNTANT 
seeks small practice or block of audits. 
Guildford, Leatherhead, Epsom, or Sutton 
areas. - Box SQ 3218. 

TWO YOUNG CHARTERED ACCOUNT- 
ANTS seek practice in the London or 
suburban area. Also would welcome discus- 
sions with LE nad contemplating retire- 
ment, - Box TY 

YOUNG CHARTERED ACCOUNTANT 
with ability, ambition, and fire in his belly, 
capable of accepting responsibility and using 
initiative, required as potential partner/suc- 
cessor by chartered sole practitioner with 
expanding practice in Kent. - Box YC 3183. 





BUSINESS 
OPPORTUNITIES 


A BACKED SERVICE. – Limited companies 
formed (seven days) or ready-made, — £33, ~ 
Clifton Secretarial Agency, 55 Stoke Newing: 
ton Church Street, London N16 (01-254 7310). 
ABANDON CHASING THAT MORT- 
GAGE. — 100 per cent loans to qualified 
accountants up to £8,000. High advances to 
£20,000. Survey fees repaid on completion. 
Personal attention of a director. — Profes- 
sional Mortgage Services, 5-7 Muswell Hill, 
London N10 (TUDor 9595). 
A BARGAIN. — Ready-made companies. 
All trades — rapid company formations 
(under personal supervision of T. A. Herbert, 
LL.B.). Annual returns 20p per doz. (post 5p). 
— Business Prongmy Company Registrations 
Limited, Moorgate, London EC2 
{01-628 8821/23) (Late of Strand, WC2.) 








COMPANY FORMATIONS 
READY-MADE COMPANIES 
£40 inclusive 


_ for 
immediate attention 


write or phone 


THE LONDON LAW 
AGENCY LIMITED 


Temple Chambers 
Temple Avenue 
London EC4Y 0HP 


01-353 9471 (4 lines) 














A COMPANY FORMED PROMPTL 
Fifteen guineas, incl. seal, books, mem 
arts. Also re-registrations and ‘ready. 
companies. ~ Reichmann & Win, 
Silver Street, London N18 (01-803 
























CONTROLLING SHAREHO 
Advertiser with funds available of up 
£100,000 invites proposals from co! 
ling shareholders of private cot 

in the shopfitting, furnishing, : 

and allied trades. Tax loss согар 
with good fixed asset situations i 
trading would be given favoura 
consideration. ~ Box CS 3152. 



























EXPRESS COMP 
REGISTRATIONS L 


FOR PROMPT FORMATIONS 
FEE £13 plus duties 


















also i 
READY-MADE I COMPANIES 








(Dept A2), m S Y ROAD 
ONDON ЕСІ 
ol- 625 У 54385 


















FOR SALE. – Tax loss company, | precisi 
engineering and tool-makers. Still Adi 
Middlesex. Losses approximately £60, 
Reply to Box FS 3177. 
























LEWIS, COATES 
& LUCAS LTD 


LAW STATIONERS 


READY-MADE COMPANIES. 
SALE with memo and arts, seal 
statutory books. Guaranteed по tr; 
Transferred in ten minutes. 


£40 (inclusive) . i 


38/40 Featherstone Street, London 
01-253 2977/8/9 Telex 


Established 1921 




















READY-MADE COMPANIES #40 
clusive) transferred immediately. Comp 
registered from £15 plus dut 

carried out. ~ Graeme Ltd, i в Pairs 
Avenue, Gillingham, Kent (Medway 32 

Code OMEA. 







SECOND MORTGAGES for any р! 
pose, maximum £2,500, по flats 
maisonnettes. Property up to 40 y, 
old in England or Wales, Save. as 
borrow over 10-15 years' endo 
plan, with profits. ~ The Western. 
tralian Insurance Co Ltd, Ka te 
House, 107-111 Fleet Street, Lond 
EC4LA ЗАО. Tel. 01-353 9764 E. 







TAX LOSS COMPANY requ 
engineering industry, Must be. tradi 
capable of take-over as going 
preferably South-east England. ~ Write 


8. 
TAX LOSS COMPANY, still 
veiciet, moror, agricultural 
Losses £8,000 и for 
Apply Rosenthal, Reffin Wint 
London Road, Leicester 52736. 
100 PER CENT MORTGAGES availabl 
house purchase at current rate 66 per 
maximum, 8 per cent gross. Re-mort 
9 per cent gross. Other inquiries considered 
State requirements to Callender. Secur 
nd a Bow Lane, London EC4, 






















BUSINESS PREMIS 


CAVERSHAM, READING, BERKS 
Second-floor office suite comprising 7 
sq. ft. Central heating, lift, car park. 
tact: David Hayes & Co, 103 High 
Maidenhead. 0628/32188. 





OFFICE SUITE AVAILABLE af 163 
High Road, Wood Green, London 
N22, 4 rooms: total area 650 sq. 
£1 ,000 per annum exclusive (will dividi 
i necessary). ~ Phone 01-455 7870 for 
etails. 
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TOCK VALUERS HART & со ACCOUNTING 


(CITY ROAD) LTD. | MACHINERY 


















































Lock "control card/record systems 
ed and corrected periodically or 





HART FOR COMPANIES 


PROMPT, EFFICIENT SERVICE 
y £13 plus stamp fee 


CORPORATED VALUERS READY-MADE £40 

Head Office For accountants and solicitors only NATIONAL ACCOUNTING MACHINES, 
пен st, BROMLEY BRI ijJE 31 and 32, typewriters and duplicators, sold, 
Tei. 01-460 8601/9220/5550 hired, bought, repaired, terms. Burroughs 


APPLIANCES 


5/7 Paul Street, London EC2 
Tei. 01-606 9440/9442 





3 We can offer from stock fully guaranteed 
'HE з JOHN CHURCHILL 1 3 rebuilt National, Burroughs, Sensimatic, Don't buy a new accounting 
TM. Sundstrand and’ Elliott-Fisher flat-bed ; 5 
: OR GANIZATION L d S accounting machines. machine until you have 
| еопаг treet Loan machines free during overhaul | seen our reconditioned stock 
k-taking and valuation staff available ee нр ровна i 
oughout the United Kingdom. London E.C.2 HIRE, > LEASE 
istributive and industrial stocks D. с ЕЧ 
entorized and valued for audit, probate, 01- 2 53 410 8 
‘ver verification purposes. NATIONAL 
| 
| 
| 


онм ба а и & со 

















ADDERS, CALCULATORS, REBUILT 
















accredited dealers. — MacVeigh & Larkin, 
55 Cowcross Street, London ЕСІ (opp. : 1 NATIONAL ACCOUNTING МА. 
Farringdon Station). (CLErkenwell 7434.) CHINE. — Model 32.06 (38x5). 26 in. 
| First for саг ets M e ios Е АЕ Point 
3 ange. ighteen months o me 
RIDGE & CO arp FACSIMILE TAXATION FORMS 21,50. ee МЕ 
tocktakers and Valuers D d Mad. oris 1 NATIONAL ADDING MACHINE. – 
Stuck oason COMPANY FORMS Model 152.78. 5IKN.SC. Point Range. 
tablished 1846 B || | A Comprehensive Range No. 1042044. Eighteen. months old. ~ 
u all at £230. : lut 
Retail, Wholesale and Industrial £22 per 100 (plus postage) G Rice Hros Led 
Seta 5 ‘harch Lane 
stock-taking for audit, probate, #30; DISCOUNT SHARPTHORNE Oxted, Surrey 
le, or purchase. Branches at TO 0 PRESS LTD Tel. 3255/8 | 








gent House, 235-241 Regent 
et, London W1R 8SV (01— 
7: 3628/3988/4185/4461/4656) 
id. Liverpool (051-236 7523), 
mingham (021-643 6547), 
urnemouth (0202 35832). 


BRANDED CARPETS 149 Stafford Road, Wallington, Surrey 


Tel. 01-647 9510 
Wiltons, Axminsters, Orientals, Tufted. 


£200,000 carpets on display in our extensive ei 199: ‘CARPET 
ondon and provincial showrooms. All 4 

makes available with full manufacturers’ HIRE HIRE HIRE P j 

guarantees. Free delivery U.K. No imperfect H 10 

goods sold. Expert local fitting services All models of Sensimatic accounting б -4 

available. — Write stating requirements or machines available for short- or long- 9 


for our brochure to Dept AC: DODSON- term rentals. 




















BULL CARPET CO LTD, 5 & 6 Old For details of this unique service Н Е » * 

Bailey, LONDON ЕСА. Tel 01-248 7971 | write or telephone: ПУН off full retail price 
Ta ALE UPON TYNE Tut 30MM] Goodson Calculators : 
ISCELLANEOU Wess TE UPON PO ME Carriage paid to your home | 
SC OUS ORA aS SS аат, 55/61 Moorgate, London ЕС2 es falti 10 your поте twn 
UNTANTS. ~ We specialize in typing 2:3 Royal London House, Queen "Charlotte К Ma niani. 






plicating balance sheets, schedules, | боем, BRISTOL 1. Tel. 28857; 12 Great Е m х age 

ieee ee eom Mm О Ы “Ta LEUTE | NAME PLATES MADEN SEVEN DAYS | |For specific quotation send 
Sircet London WCIB SLA, (01.980 | Edmund Street, BIRMINGHAM, ' Tel. à suea: 

reet, London (021) 236 5862; 495 London Road, WEST- 








Bronze, brass, Registered Office directory 
boards, company seals, address embossing 


details of your requirements to 


r Y CLIFF-ON-SEA, Tel. Southend 46569, 
TO AMALGAMATION we now have |, x s ~ presses. and rubber stamps also supplied 
Logabax Machines and wish to sell one. o North Road, BRIGHTON, Tel. | Quickly, Estimates by return. ~ Austin Luce 





ary assistance given with introduction to 


& Co, 59 College Road, Harrow, Middlesex. 
iccounting system. ~ Box DT 3153. OSWALD ST. GLASGOW C1 Tel Oat 22) 2721 


Yel. (Sales) Northwood 24326. [45 ба Glasqow Cen 





For nearly 100 years we have published books for the 
Accountancy Profession, especially Textbooks for Students. 
Our experience is at your disposal — let us help you. 





THE LARGEST SELECTION OF | 


Gk ACCOUNTANCY AND MANAGEMENT PUBLICATIONS — — 


IN LONDON 
Orders by post dispatched to all parts of the world 


THE CITY LIBRARY | 


GEE & CO (Publishers) LIMITED 
*151 STRAND, LONDON WC2R 1JJ 


Publishers of 7he Accountant Telephone 01—836 0832 
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Economic Realities 


12 put it charitably, the state of the UK economy leaves much to be | 
desired. It would be difficult to find any responsible observer of the | 
domestic scene dissenting from such an observation. From Mr Carr's | 
rueful comment on the latest figures of registered unemployed and the | 
concern of the Confederation of British Industry on the one hand, to the 
critics at the Labour Party conference and the shop stewards on Студена. : 
on the other, there is general dissatisfaction. 

All the conventional economic indicators tell the same story. It is widely 
expected that the total of registered unemployed will pass the million 
mark this winter. The latest quarterly estimates of the gross national pro- 
duct provide no evidence of growth; industrial investment is virtually 
static. The latest CBI survey has been heralded as indicating an upward 
trend — if the more optimistic responses of a majority of its respondents аге 
accepted — but the plain fact of the matter is that there is a long way to go. 

Yet there are some hopeful indications. First, the gold and dollar 
reserves have now passed the £2,000 million mark – the highest figure f 
many years. Secondly, the continuing balance of payments surplus is mo 
encouraging and the prospective revaluation of the world's leading cur- 
rencies should be to Britain's advantage. The real danger in the presen 
impasse between the USA and her competitors stems from the potentia 
restrictions on trade as the result of beggar-my-neighbour policies | 
engendered by failure to reach agreement. 

There are also pointers to some improvement in industrial profits and a 
reduction in the pace of inflationary pay settlements. This is the period of. 
the year when new demands will be made by organized labour, so it would | 
be unwise to assume too much until we know the worst. Here the problem | 
is to convince people that price increases of nearly 10 per cent per annum · 
are not inevitable. It is more than ironic that in a phase of the most serious | 
inflation we have experienced in Britain for nearly 20 years, personal | 
savings should have soared to new heights. ; 

In seeking a remedy for the present ills it is as well to remember that | 
‘stagflation’ — as the Organization for Economic Co-operation and Develop- 
ment has described the present combination of inflation and economic. 
stagnation — is a world phenomenon. Likewise, rising food prices at home 
have rather less to do with decimalization and prospective UK entry into” 
the Common Market than with the general rise in world food and com- 
modity prices. Britain, with her massive import bill, is among the nations 
most exposed to world price rises. : 

Such facts, however, will be of little satisfaction to an electorate which, 
since the Second World War, has accustomed itself to a rising standard of 
living based upon increases in incomes unrelated to improvements in 
productivity. This is the real rub. In short, all that any British government 
has to do to check inflation is to halt the demands for higher incomes baSede 








neither on social justice nor on economic grounds. The recent dispute in — 































Fleet Street provided a classic illustration of all the worst 
features of the present system of collective bargaining in a 
weak industry confronted with powerful and divided labour 
organizations. 

It is for such basic reasons that the present Government 
like its predecessors in office, has been helpless to contain 
< these entrenched institutional forces. Stimulation of con- 
sumer demand by tax concessions or indiscriminate 
. increases in public sector spending will merely strengthen 
the pressures against price and incomes stability unless 
there is some effective agreement between unions and 
management to link pay increases to productivity. 

This, presumably, is what the Government has been 

trying to achieve. Whether it is correct in its assessment that, 
by deflating the economy sufficiently, it will bring about 
га more balanced bargaining situation between employer 
: and employee, is another matter. Rising unemployment has 
not markedly abated the demands of well-entrenched 
sections of labour in industries which either cannot afford 
the cost of strikes or where there is still some prospect of 
passing on cost increases in higher prices. 
; What the present deflation has achieved, however, is a 
^ very real change in employers’ attitude to labour which is 
surplus to current production needs. In the halcyon days 
of the post-war boom and scarcity of labour, employers 
were prepared to hang on to their work force in periods 
of reduced demand simply because they might not be able 
to re-engage it later when demand for the company's 
products recovered. At the same time, in order to maintain 
peaceful labour relations, many employers acquiesced in 
<- work-sharing arrangements on the shop-floor which were 
blatantly restrictive, safe in the knowledge that the costs 
thereof could be shared between the Revenue and the 
consumer. 

Even on the periodic occasions when a balance of pay- 
. ments crisis forced the government of the time to take 
deflationary action, in the then climate of political opinion 
the merest increase in registered unemployment would 
lead to the reversal of the deflationary policy and to a new 
phase of expansion — and inflation. 

For the first time in a quarter of a century industry is 
. now confronted wi.h a government which has not reacted 
in the expected fashion. Despite rising unemployment the 
credit squeeze has been maintained; and employers have 
to carry the costs of surplus labour out of diminishing cash- 
flow and reduced reserves. Financial pressures have now 
_ begun to make themselves felt. On the other hand, industry 
· has been shedding some of из ‘fat’, and by trimming its 

costs will be in a better condition to face renewed com- 
_ petition. Nor is it to be expected that there will be a return 
to the old days when every unemployed man was faced with 
several jobs. 

The whole point of entry into the Common Market is 
‘that it will, in the longer run, ensure a continuation of the 
competitive pressures without which it will be impossible 
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for industry to utilize effectively its scarcest and most 
valuable asset, labour. This is what productivity bargaining 
is—or should be-all about. What is not required аге 
agreements such as now exist in the newspaper industry, 
in the electrical supply industry, or in the London docks, 
where a substantial proportion of the labour force is surplus 
to production requirements but still has to be paid hand- 
somely because it is almost impossible to off-load that 
labour. 

And where – аѕ on Clydeside – serious unemployment 
has arisen, the solution is not to take the industry into public 
ownership. However much sympathy one may have for the 
unemployed and those threatened with the loss of their 
livelihood, there is nothing to be gained in the longer run 
from foisting the cost of inefficiency or uneconomic produc- 
tion on to the taxpayer. 'The only rational solution is to 
provide alternative employment in new and expanding 
industries. However generous the welfare state may be to 
the unemployed, there is no substitute for a job. At best 
the benefits of the welfare state should be designed to make 
the transition from one job to another as easy and rapid as 
possible. It is here that the present Government kas failed. 

It is widely recognized that any measure of deflation 
will have much more impact upon employment in the 
Development Areas than in the prosperous areas of the 
midlands and south-east, and it is imperative that more 
effective assistance be given to such areas in order to 
attract new industry. In the longer run there is no reason to 
believe that such expenditure will be greater than that 
incurred on unemployment and similar welfare benefits for 
the labour force in such areas. From the social and economic 
point of view, such expenditure would have everything to 
commend it, despite the initial element of subsidy involved. 

Finally, the time has now come when the Government 
will have to evolve an incomes policy. Much has been made 
of Mr Jenkins' recent contribution on this subject, but it is 
unrealistic to assume that a willingness to discuss the issue 
on the part of the trade unions means that it will be possible 
to produce an effective policy. Furthermore, the Govern- 
ment should not be concerned merely with incomes; a new 
approach to the question of demarcation and the problems 
of re-training and job mobility are a concomitant 
requirement. 

Given some evidence on both sides of the industrial 
fence of a will to accept binding agreements based upon 
genuine productivity bargains, there is no reason why the 
Government could not risk a measure of industrial expan- 
sion. As the recent CBI survey has revealed, there is ample 
unutilized capacity in most industries. Furthermore, such a 
step might help confidence and it is this, more than any- 
thing else at the present time, which is missing. Even a 
substantial increase in economic activity need not induce 
any significant increase in prices and costs, if only those 
sections of labour best placed to exploit their relative 
scarcity can be persuaded to act in the spirit of social justice. 
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‘An International 
Profession 


Му ах the 5,oooth issue of The Accountant was pro- 
duced a year ago, we recorded the occasion as ‘a base 
on which to build for the future’. Similar thoughts were 
no doubt in the mind of Mr A. F. Tempelaar, a Vice- 
President cf the UEC, and a Past-President of the Neder- 
lands Instituut van Registeraccountants, whose valedictory 
address to last week's UEC Study Conference referred to 
an anniversary as ‘an opportunity to look at where we stand, 
and to make a reappraisal of where we are going’. 

Accouptancy is in every sense an international profes- 
sion; the services of accountants, in some form, are 
inevitably as old as trade itself, and merchants have never 
shown themselves great respecters of international frontiers. 
In the nineteenth century, when Great Britain led the 
world in industrial development, British accountants 
followed the deployment of British capital in overseas 
= markets and laid the foundations, not only of their con- 
. tinuing valuable contribution to Britain's ‘invisible exports’, 

but of the profession in other lands. 

Where is accountancy going in the 1970s? The apposite- 
ness of Mr Tempelaar’s question cannot be denied. 
-Certainly the profession must move in one direction or the 
other; it cannot hold back the clock, and if accountants 
do not continue to match the services demanded by trade 
and industry in this complex world they may well, like 
Jack Point, starve, dwindle, pine and die. (Point, it will be 
remembered, was a hard worker and showed ingenuity and 
initiative; but he could not produce what was called for at 
the crucial time, and it was Fairfax who took the prize in 
the end.) 

Since the 1967 study conference of UEC in Baden- 
Baden, and even since the 1969 Copenhagen Congress, 
British entry into the European Common Market has 
emerged as a strong political probability. The implications 
for the accountancy profession are manifold; the tendency 
of businesses to operate in larger multi-national units, the 
more sophisticated services that will be required, the 
development, constitution and audit of the ‘European 
company’ and the mutual recognition of professional 
diplomas and practice rights are no more than a few of the 
more obvious points. 

. We have already alluded (‘Keep Auditors Free in EEC’, 
The Accountant, August 12th) to proposals which would 
have the effect of ‘shutting out’ audit firms from what has 
long been regarded—in Britain and elsewhere – аѕ a 































































proper field of practice, and a valuable additional service | 
to clients. That these proposals are framed with the 
highest motives of ensuring an auditor’s independence | 
does not mean that they are any the less ill-conceived; the. 
proper concept of professional independence is a state of. 
mind, and not a matter of compliance with each step ina. 
predetermined formula. This surely i is one field in which | 
the wealth of trans-national experience within UEC should 
lend weight to an authoritative expression of opinion — 
recognizing at the same time the possible advantages 
harmonizing the rigid codification of some Continenta 
legal systems with the more flexible development of. 
English common law. 

Recognizing also that harmonization differs from. 
uniformity, accountants will nevertheless note with parti 
cular satisfaction the broad measure of agreement reached 
between the UEC delegates on professional training =a- 
point of particular significance in the light of the Treaty 
of Rome requirement to work for the mutual recognition 
of professional diplomas throughout the European Com: 
munity. Such recognition would be far easier for the 
national bodies to accept if some of the present differences. 
in standards and emphasis within the field of professional: 
training were rationalized. English accountants will not be 
slow to observe that UEC thinking favours graduate entry, 
followed by appropriate periods of theoretical and practical 
training, and that the variety of experience available in а. 
professional office is to be preferred -so far as the prac-- 
tising accountant, at least, is concerned – to industria 
training. 

Irrespective of the Treaty of Rome requirements, UE Ce 
whose membership, it must be remembered, at present 
covers an appreciably wider area than the European 
Community — has its own part to play in the liberalization. 
of practice rights. There can be no legitimate objection to 
the foreign accountant being required, as a condition of 
practice, to prove his competence by reference to his own 
domestic qualification or to show a reasonable acquaintance 
with the law of the host country; but the difficulties which 
still arise under some jurisdictions savour of xenophobia 
and protectionism rather than of any legitimate concern 
for the public interest. Amongst the restrictions instanced 
during last week’s proceedings were the exclusion of non: 
nationals from practice, the prohibition of partnership: 
between residents and non-residents (or members and 
non-members of the native institute) and compulsory 
examinations in the local language. The United Kingdom 
appears, in fact, to have a more liberal policy in this regard 
than do most other UEC member countries. l 

The role of the accountancy profession in securing 
improved standards of financial reporting, and as a safe- 
guard against malpractices, becomes of increasing im- 
portance as the investing public in many European .. 
countries is no longer only a small part of the community. = : 
This development has been recognized by the introduction 
of more stringent regulations, and the profession must "bé 
ready to meet its commitments in this field. 
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CURRENT AFFAIRS 


ACCOUNTANT 


Accountants in the 


Civil Service 


HE report of the Fulton Com- 

mittee on the Civil Service, pub- 
lished in 1968 (The Accountant, July 
6th, 1968) contained some trenchant 
comments on the failure of the Civil 
Service to ‘recruit sufficient qualified 
[accountants] as well as not deploying 
them in positions of proper responsi- 
bility’. The role of the accountant 
within the service, observed the com- 
mittee, was ‘narrowly conceived’, and 
when qualified accountants were in 
increasing demand in the private 
sector ‘the service can offer neither 
work of a sufficiently high level, nor 
career prospects of sufficient attrac- 
tion to bring in good men and women 
with these important qualifications 
and to pay them competitive salaries’. 

While at that time there were only 
some 350 established posts for pro- 
fessional accountants in the Civil 
Service, it is fair to say that since the 
publication of the Fulton report, a 
good deal of attention has been given 
to the problem of accountants in the 
service and a number of changes to 
improve recruitment and management 
have taken place; so much so that 
within three years the accountant 
strength has pretty well doubled. 
Departments which are now major 
employers of accountants are the 
Ministry of Defence (including Pro- 
curement Executive) 248; Department 
of the Environment 276; Department 
of Trade and Industry 100; Inland 
Revenue 28. 

Nevertheless, within an organization 
employing over half a million non- 
industrial whole-time staff, it cannot 
be said that a mere 650 qualified 
accountants represent an adequate 
number, and the announcement from 
the Civil Service Department of an 
inquiry into the use of professional ac- 
countants is therefore to be welcomed. 

The inquiry will be conducted by 
Sir Anthony Burney, O.B.E, В.А., 
F.C.A., together with Sir Ronald 
Melville, K.C.B., representing the Civil 
eService, and will consider the ac- 
countancy needs of the service; the 


use of professional accountants in the 
service, and the arrangements for 
their recruitment and management. 
It is expected to take about six months 
and will concentrate on those depart- 
ments which are major employers of 
accountants. 

Sir Anthony Burney is senior 
partner in Binder Hamlyn & Co, 





Chartered Accountants. He is chair- 
man of Debenhams, a member of the 
National Ports Council, and chairman 
of the Freight Integration Council. 
He received his knighthood in this 
year's Birthday Honours. 

Sir Ronald Melville, formerly Per- 
manent Secretary, Ministry of Defence 
(Aviation Supply), was appointed to 
the Civil Service Department in 
August for special duties. 


American Institute's 
Annual Meeting 


ORE than 1,500 members of the 

American Institute of Certified 
Public Accountants assembled in 
Detroit this week for the Institute's 
84th annual meeting. 

The programme for the three-day 
gathering underlined the American 
profession's strong sense of social 
responsibility. With the assistance of 
speakers from several other profes- 
sions, the AICPA heard papers on 
corporate responsibility and  con- 
sumer protection, changing educational 
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systems and values, and government 
relations with citizens. The pro- 
gramme also included a panel dis- 
cussion on new concepts of profes- 
sional ethics, and a luncheon address 
on current social problems by Louis B. 
Lundborg, the recently-retired chair- 
man of the Bank of America. 

Other subjects for discussion in- 
cluded the role of accountants as 
management advisers, with emphasis 
on advisory services to government, 
and ‘social accounting’ — that is, the 
weighing of the cost and effectiveness 
of actions to improve human con- 
ditions — under the title of ‘measuring 
the unmeasurable'. 


Industry’s Views on VAT 


HE United Kingdom is committed 

to the introduction of a value added 
tax in April 1973. During the six 
months since this was first announced, 
the Confederation of British Industry 
has not been idle. Its discussions with 
the Commissioners of Customs and 
Excise concerning the system of the 
proposed tax have hitherto concen- 
trated on three important points of 
principle - the wide range of items 
which Customs and Excise are cur- 
rently proposing to disallow, relief for 
bad debts, and the substantial element 
of double taxation that would result 
if relief were not given for purchase 
tax already paid on goods held in stock 
at the date of changeover. 

The first of these points, in particu- 
lar, represents a substantial departure 
from the VAT principle of neutrality, 
and the CBI considers it wrong that 
the whole of a legitimate expense 
should be disallowed merely in order 
to forestall possible evasion of a small 
part. 

A working party of the CBI Smaller 
Firms Council has given particular 
attention to the problems of small 
traders. It is suggested that the cut-off 
point below which traders should not 
need to register for VAT would be a 
taxable turnover of £10,000 per annum, 
although any trader below this limit 
who wished to register should be free 
to do so. 

Other CBI proposals are that firms 
using four- and five-weekly accounting 
periods should be at liberty to account 
for VAT on the same basis, and that 
the maximum retention period for 
VAT documentation should not be 
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< тоге than two years. Having so far 


concentrated on the VAT system, so 
that companies may have as much 
notice as possible of the administrative 
requirements, the CBI has announced 
its intention of turning to the shape of 
с the tax, including the number and 
level of rates of tax and their coverage. 
This examination will be conducted by 
a special committee under the chair- 
manship of Mr Alun Davies. 


Keeping it Open 


TE City Panel on Take-overs and 
Mergers has recently issued a 
practice note on the position of the 
‘shut out’ bid. This term, it will be 
remembered, is used to denote an 
offer which, if accepted by the direc- 
tors of the offeree company before its 
publication to the general body of 
shareholders, would have the effect 
of excluding the possibility of a 
better bid from another source. 

In the view of the Panel, where 
more than one party has made an 
approach indicating that a bona fide 
offer is likely to be forthcoming, 
no 'shut out' bid should be accepted 
without all parties being made aware 
that a potential competitive situation 
exists, and being given an opportunity 
to make a statement to the shareholders 
of the offeree company if they so wish. 

It is categorically stated that no 
‘shut out’ bid should be accepted 
without first consulting the Panel 
executive. The normal right of appeal 
to the full Panel against an executive 
ruling of course remains available. 
It is also emphasized that the language 
used in press statements should clearly 
and concisely reflect the position, and 
the Panel should be consulted where 
there may be any doubt as to the sig- 
nificance of a particular form of words. 

Copies of the full text of this prac- 
tice note (No. 7) may be obtained from 
the Secretary, Panel on Take-overs 
and Mergers, PO Box 226, Stock 
Exchange Buildings, London EC2. 


Unions, Management 
and Professions 


HE Parliamentary debates which 
preceded the Industrial Relations 
Act revealed, amongst other things, a 
sharp cleavage of opinion on the 
extent to which professional obliga- 
tions are inconsistent with membership 
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of a trade union. This is doubtless a 
subject on which most readers still 
have their own views, but. some 
authoritative guidance is shortly to be 
provided by the Manchester Society of 
Chartered Accountants. 

At an evening conference under the 
title, ‘Unions, Management and Pro- 
fessions’, on November 26th, Mr 
Clive Jenkins, general secretary of the 
Association of Scientific, "Technical 
and Managerial Staffs, will speak on 
*Are Unions and Professions Incom- 
patible?’, and the Rt Hon. Ernest 
Marples, P.C., M.P., F.C.A., a former 
Postmaster-General and Minister of 
Transport, on ‘Can a Professional 
Man in Industry be Independent? 
Both speakers are noted for their 
forthright views, and each has a great 
deal to contribute to the discussion 
from their personal experience. The 
conference chairman will be Mr D. A. 
Boothman, Е.С.А. 

Applications, accompanied by the 
conference fee of [5:25 inclusive of 
buffet meal, should be addressed to 
the Assistant Secretary, Manchester 
Society of Chartered Accountants, 46 
Fountain Street, Manchester M2 2AD. 


US Trade Discrimination 


Te recent imposition of the 10 
per cent import surcharge by the 
US Government has diverted atten- 
tion from an earlier proposed measure 
which is also designed to give US 
machinery and equipment producers a 
measure of protection. This is the job 
development tax credit which, in the 
words of the official announcement, 
‘will create a preference in favour of 
US produced machinery and equip- 
ment’. 

The British Government has made 
representations to the US Administra- 
tion to the effect that such a measure 
is a clear violation of Article III, 
paragraph 4, of the General Agree- 
ment on Tariffs and Trade. It is also 
feared that, in conjunction with the 
import surcharge, the tax will ‘create a 
virtually prohibitive new trade barrier’. 

It is asserted by the British Govern- 
ment that the job development tax 
credit has serious implications for the 
future development of world trade if 
such tax privileges are to be derived 
by US firms purchasing American 
instead of foreign. products. 


These protectionist measures 


u 


adopted by the US Administration are 
much to be regretted for, as pointed 
out in a leading article on another 
page, it is such developments which 
could have particularly harmful con 
sequences for UK exports, 


Questions in Parliament 


EGISLATION to clarify the precise | 

application of three words in the | 
Income and Corporation Taxes Act 
1970 is sought by Mr Tom Iremonger . 
(Con., Ilford North), in one of seven 
questions to the Chancellor down [ог 
answer when the House of Commons | 
reassembles on Monday. 

The words for which he seeks. 
clarification are ‘whether’, ‘either’, 
and ‘or’, which he says comprise 16 o: 
the 97 words of section 109 (2), Cas 
III (a) of the Act. Mr Iremonge 
also wants a White Paper to give ап. 
exegesis of the same section and case, 
with special reference to the applica- 
tion of the word ‘charge’ to the word 
‘interest’. a 

Two White Papers explaining as: 
pects of section 528 and Schedule 13 o 
the Act are sought in two ot 
questions, and Mr Iremonger asks fo 
legislation to amend the Act so as te 
take account, with reference to t 
word ‘interest’ used in connection 
with the third declaration required by 
section 528 and Schedule 13, section: 
57 to 61 and section 130 (m). He ask: 
for confirmation that individual tax 
payers’ incomes and total incomes are. 
currently being so computed as to. 
relieve payments made in accordance 
with those sections from income tax | 
and surtax. ! 





Accountants’ Views оп | 
V&G 


DEQUACY of the Vehicle and. 

General Insurance Co's margin of - 
solvency, and of its provisions for 
outstanding claims, led to a clash last 
week between Mr С. R. Ansell, СА, 
and Mr Michael Kerr, Q.c., a member. 
of the tribunal of inquiry. 

Mr Ansell had said that it was difficult 
to test the adequacy of the company's: 
provision for outstanding claims be-. 
cause the nature of V & G's business: 


differed from that of almost any other ` v 


insurance company. Accepting ЋЕ 
validity of the figures in the accounts, | 





























"he had come to the conclusion that the 
solvency ratio was adequate; the 
figures for outstanding claims showed 
that the company was settling claims 
within three to four months. The ratio 
of claims paid to claims outstanding 
was affected by the speed of settle- 
"тепе, and in a growth situation there 
was a tendency for the speed of 
settlement to decline. 

Mr Kerr said that it was ‘total 

nonsense’ to suggest that because 
“claims were being settled at an average 
rate of three to four months, the pro- 
vision was adequate. Mr Ansell ex- 
` plained that he did not find it total 
_ nonsense. Up to 1967, the company 
was dealing with the quick settlement 
type of claims rather than other classes 
-of business which took a longer time 
to settle. 

Mr Ansell, a partner in Touche 
‘Ross & Co, who was the inspecting 
accountant in the case of the Irish 
American, London and Cheshire, 
Coventry, and London and Midland 
Insurance companies, was called by 
¿ the Department of Trade and In- 
. dustry to give his views about V & G's 
estimate of solvency margin and 
provision for outstanding claims. 

Another distinguished accountant 
who gave evidence before the tribunal, 
Mr D. D. Rae Smith, M.C., M.A., 
F.C.A., said that it was in his view 
‘incredible’ that a shortfall of the order 
of £2} million could grow up over 
night or in the recent past. It was much 
more likely to have been accumulating 
over a period of years. In evaluating 
the statutory solvency margin, he 
would look not only at the quantity 
of the surplus shown, but also the 
quality, to see how far it was repre- 
sented by readily realizable assets. 
In his opinion, the shortfall shown by 
V & Gat the end of the day indicated a 
serious and consistent under-provision 
· for claims. 


Loans for Ports 


HE Government, in a White Paper, 

Financial Policy for Ports, (Cmnd 
4794, HMSO 7p), has outlined a 
` scheme for making loans available to 
ports which may have difficulty in 
raising funds in the market. A Bill 
enacting the proposal is to be intro- 
duced in Parliament in the next 
session. 

The need for such a scheme has 


arisen because some ports have been 
re-financing their debt, which consists 
of fixed interest borrowing, renewable 
at intervals, by means of short-term 
borrowing. А good deal of their 
borrowing has been made in unfavour- 
able market conditions. 

Furthermore, the reliance on short- 
term borrowing has tended to increase 
with the prospect of future nationali- 
zation. The present Government, how- 
ever, does not regard nationalization 
as a basis for the best development of 
ports, and it is anxious to encourage 
equity participation and a competitive 
commercial attitude in the manage- 
ment of ports. 

In the meantime, pending the 
possible realization of these objectives, 
the Government will make available to 
financially viable ports loans for 10 
years or more, repayable if the port 
authority fails to meet the relevant 
conditions. 

The initial rate of interest will be in 
the region of two percentage points 
over the Government lending rate 
with progressive increases over the 
life of the loan. 


Equity Accounting for 
Canadian Companies 


T has long been recognized in 

financial circles that a group of 
companies working together to achieve 
overall objectives represents a single 
economic unit, notwithstanding the 
separate legal entities of the individual 
companies. The basis of accounting 
adopted by a parent company for its 
investments in other companies may 
also have a significant effect on the 
ultimate figure of profit or loss. 

With this in mind, the Accounting 
and Auditing Research Committee 
of the Canadian Institute of Chartered 
Accountants has issued proposals on 
‘Accounting for long-term intercor- 
porate investments’, which are claimed 
to be wider in scope than the corres- 
ponding British or American releases. 
In addition to investments in direct 
subsidiaries, the Canadian proposals 
encompass 'effectively-controlled com- 
panies’, affiliates, portfolio investments, 
and corporate joint ventures. 

Although a survey undertaken in 
1969 showed that a majority of com- 
panies adopted the 'cost 'method of 
dealing with long-term intercorporate 
investments (on which basis only 


| October 14, 1971 


dividends received from subsidiary 
companies are included in the parent's 
net income), the research committee 
stresses that, with rare exceptions, 
consolidation is the most appropriate 
method of accounting for subsidiaries, 
and the 'equity' method — which pro- 
duces the same operating results as 


consolidation — for effectively-con- 
trolled companies. 
These recommendations, which 


have been sent to the Canadian Insti- 
tute’s 19,000 members as well as to 
other interested parties in the business 
community, are seen as the first step 
in the resolution of a major problem 
resulting from increasing corporate 
diversification and the continuing 
growth of multi-national business. 


Control in the Shipyards 


OLLOWING the report of the 

Geddes Committee (The* Account- 
ant, April 2nd, 1966), the finance 
directors of five leading shipbuilding 
companies in the United Kingdom 
formed themselves into a group. 
Aware of intensifying competition and 
reducing margins on contracts, they 
set out to consider ways to improve the 
standard of cost accounting and report- 
ing in their companies to combat the 
threat to their future profitability. 
With the assistance of Price 
Waterhouse Associates, the results of 
the group’s study were published 
earlier this week, entitled Accounting 
and Reporting for Managers in Ship- 
building, by the Shipbuilding Industry 
Board. 

The book shows the way to profit- 
ability through effective management 
control based on reliable measurement 
of work done. It shows how manage- 
ment can build an information system 
that can help each individual do his 
job more effectively and, through a 
series of worked examples, what the 
minimum standard of reporting to 
managers must be. The book makes it 
clear that any total production plan- 
ning for shipbuilding must be inte- 
grated with the system of budgetary 
control, with cash, contract, and 
project control, and with a five-year 
company forecast. 

Speaking at a press conference, Mr 
H. A. Butt, F.c.a., of Price Waterhouse, 
agreed that the book introduced no 
new techniques; it was, he said, a 
model, but not a standard form of 
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|. procedures to be adopted by every 
< shipbuilding company. Its recom- 
mendations should be adapted by 
individual undertakings having regard 


"to their own size and other circum- 


stances. 

The Geddes report envisaged ‘an 
accounting department capable of 
providing ...in particular information 
with which to estimate and control 
production costs, to forecast future 
profitability and cash-flow, and to 
assess new investment proposals’. With 
this ideal in mind, the major section 
of the book, ‘Reporting to managers’, 
explains and demonstrates the output 
of the information system, how deci- 
sions by management at various levels 
are reflected in the reports and how 
managers can interpret the informa- 
tion shown in the reports. 

Accounting and Reporting for Mana- 
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gers in Shipbuilding is available from 
the SIB at 235 Old Marylebone Road, 
London NW1, free of charge to 
member companies of the UK ship- 
building industry, or price £5 to other 
interested parties. 


Wage Restraint 


AR-REACHING financial curbs 

have become necessary to prevent 
the monopoly power of trade unions 
leading to explosive inflation, in the 
view of Professor James Meade, 
C.B., F.B.A. In Wages and Prices in a 
Mixed Economy, the second of the 
Harold Wincott memorial lectures 
published by the Institute of Economic 
Affairs, Professor Meade claims that 
improvements in redundancy and un- 
employment benefits have reduced 
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the terrors of forced unemployment. 
As an alternative to either a statu- 
tory or a voluntary incomes policy —_ 
(both of which he dismisses as neither 
desirable nor practicable’), Professor 
Meade suggests the establishment of 
an annual norm for acceptable wage 
increases — perhaps initially of the 
order of то per cent, reducing as . 
inflation tailed off until some level . 
compatible with general price stability | 
was achieved. Strikes in support of. 
wage claims above the norm should 
be met, it is suggested, by such re- 
straints. as the loss of accumulated . 
rights to redundancy pay, the amount __ 
of any supplementary benefits paid 
for the support of families being | 
recoverable from the trade union or; | 
the individual worker, and a tax on 
the amount of any strike benefit paid. _ 
out by the union. SE 
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THIS IS MY LIFE 


by An Industrious Accountant 


Order Out of Chaos 


Y ago I got, as a school prize for history, France: 
The Nation and its Development, by Hudson. I scanned 
through its pages recently, and found it fascinating. Not 
only did it read like high-level instant journalism, but it’s 
the only history Гуе ever read where the heroes are 
accountants. The great finance ministers, Colbert, Necker, 
Richelieu and others, far outshine the kings, generals, 
politicans and patriots. 

Such a one was Maximilien de Bethune. A bloody 
welter of intrigue, war and starvation, of Valois, Guises, 
and foreign intruders, was ended in 1590 by Henry of 
Navarre’s great charge at Ivry. Behind him, 30-year old 
Maximilien pressed where, in Macaulay’s phrase, he saw 
the white plume wave above the ranks of war; and, though 
wounded, he captured the banner of Mayenne. 

A good soldier, he proved an even better administrator. 
The ravages of civil war had left nation-wide desolation 
and destitution, and Henry gave Maximilien the job of 
restoration. 


He first undertook the overhaul and reform of the 


taxation code, a task which notoriously overawes or baffles 
our more sophisticated experts nowadays. Its main defect 
was that collection was farmed out through middlemen, 
each of whom took.his slice without check or supervision, 


so that of a nominal revenue of 200,000 million livres, only | 
25 per cent reached the Treasury. 
Max became an auditor. Armed with Henry’s warrant, 
he toured the provinces and personally checked the local . 
tax records. Corruption was punished sternly, with 
dismissal and repayment of the loot; the nobility’ stradi- 
tional privileges, including the infamous ‘taille’, or im- 
munity from direct taxation, were cut back; finally, a 
central Treasury control system was established. 
Max was reputed to be narrow-minded and unimag 
native, with a harsh and stubborn temper which made him | 
generally unpopular. The assessment must be balanced 
against the fact that his opponents, the revenue-farmers, | 
included the most influential of the country’s nobility, — 
whose protests were vicious, violent, and well- -publicized. 
Besides, he infuriated them by instituting the ‘paulettes’ 
system. This was an annual tax enabling holders of public. 
offices either to enjoy their posts in perpetuity, to transmit 
them to their heirs, or to sell them. The result was the: | 
creation of a vast hereditary body of office-holders, en- 
trenched, powerful, and rivalling the ancient noble families. 
Max became over the years a member of the Council of 
State, Controller of the Ports and Highways, Minister of - 
Finance, and in 1606 the Duke of Sully. His efforts resulted 
in order out of chaos, reduced taxes, increased prosperity, 
plus a handsome surplus in the Treasury. The latter is the 
more creditable in being achieved despite the heavy costs 
of forts, ships, roads, canals, and the greed of Henry's 
omnipresent mistresses. Oddly enough for such an able 
man, Max distrusted factories and commerce, his favourite _ 
maxim being that *ploughing and pasturage were the two i 
breasts which nourished’ France’. us 
Dismissed by Marie de Medici after Henry’s death, he 
retired to write his memoirs — one of which contains a 
remarkable anticipation of the setting up of an бози, 
League of Nations —,and, died contentedly in: 1641... All. in: 
all, a worthy and perhaps typical accountant. ; 
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Accountancy in Europe 


UEC 1971 Study Conference 


PENING the 1971 Study Conference of UEC at Chartered 

Accountants’ Hall, on Monday of last week, the Home 
Secretary, the Rt Hon. Reginald Maudling, P.C., M.P., looked 
forward to British entry to the European Common Market, 
not simply in the light of an abolition of customs duties and 
tariff barriers, but rather as a true community of culture and 
thought. Evidence of such a community of thought pervaded the 
whole of the week's proceedings; indeed, the chairman of the 
conference policy committee, Mr J. P. Grenside, F.c.a., speaking 
to The Accountant, claimed that there had been a very close 
measure of agreement between the participants from all nations 
represented, notwithstanding the wide-ranging and potentially 
controversial nature of the conference papers. 

A summary of the conference papers appeared in The 
Accountant last week. 

As the discussion groups proceeded to business on Tuesday 
and Wednesday, the gift of tongues descended on the board- 
rooms of several well-known names in the City. Whilst 11 of the 
20 groups adopted English as their working language, four 
conducted their proceedings in French, and five in German. 
There was, however, no significant evidence that the choice of 
language was reflected in any difference of outlook on professional 
problems. 


Professional organization for Europe 


Mr E. К. Wright, M.A., F.C.A., the first rapporteur to speak at 
Thursday’s plenary session, apologized for introducing yet a 

fourth language into the proceedings -— ‘Quot homines, tot 
sententiae’. Mr J. Е. Shearer’s paper on recent developments in 
the profession had, he said, provided the groups with an admir- 
able guide, and the first objective of UEC should be to prepare a 
tentative outline of the ideal organization for a European ac- 
counting profession. There would have to be a 
willing surrender of sovereignty by the national 
institutes; great patience would be needed, and 
a long period of transition would be inevitable. 
Qualified accountants would need comparable 
standards of education, training, and ability 
throughout Europe. 

Mr Wright had found general agreement 
that graduate entry to the profession should be 
encouraged ; graduates in professionally relevant 
subjects might reasonably be given some 

_ preferential treatment in the examinations, 
though not in the length of their practical 
experience. The consensus of opinion favoured 
admission to full qualification between the 
ages 25 and 30, based on graduate entry at the 
age of 23 followed by one year’s theoretical 
study and four years’ practical experience. 
There was substantial agreement that members 
of any ‘second tier’ should be members of the 
accounting profession and under the control 

eof their national institute, although care would 
be required when establishing a suitable desig- 
nation for members of the second tier. 





It was necessary for a professional man to keep himself up 
to date, and to develop specialist skills which could not be 
included in the basic syllabus for qualification. The national 
institutes should directly encourage post-qualification education. 


Privilege of incorporation 


Despite the traditional view that practice in corporate form was 
incompatible with professional integrity, the present consensus 
was that incorporation should now be permitted, partly to 
facilitate financial organization, partly to secure fiscal advantages 
and partly to provide practitioners with the protection of limited 
liability against the present trend in negligence claims. This 
incorporation would, of course, have to be subject to rigorous 
conditions in such matters as name, nature of work urdertaken, 
compliance with professional ethics, and adequate insurance 
cover. 

It was agreed that professional independence, as Mr Shearer 
had suggested, was a state of mind, and it seemed neither 
necessary nor desirable for practising firms to confine their 
activities solely to auditing. Attempts to regulate independence 
by rule would be self-defeating. 

The ultimate objective must be the recognition of practice 
rights across national borders; as a first step, the national 
institutes should consider which other bodies had comparable 
standards to their own, and make appropriate recommendations 
to their government for their recognition. Non-recognition 
would provide an incentive to improve standards. It would also 
be helpful if UEC could determine the form of a standard audit 
report appropriate to a ‘European company’, as the existence 
of such a report would help establish common audit standards. 

Amongst the points made by the French language group, 
through their rapporteur, Dr E. G. Snozzi, was that the frontiers 
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Sir Henry Benson, C.B.E., F.C.A., a Past-President of 
toast at the ball. 


and demarcation lines between business economics, law, taxa- 
tion and ogher matters were not clear-cut. Industrial experience 
was not considered a suitable alternative to articled service in a 
professional practice where the candidate had the opportunity 
to see a variety of businesses. It was for the profession to 
organize the continuing training of its members; staff exchanges 
between firms and countries were both valuable and advan- 
tageous, and UEC could usefully participate in arranging such 
exchanges. 


Anomalous competition 

Whilst advertising and publicity were generally incompatible 
with standards of professional dignity and confidence, account- 
ants were in anomalous competition with others who were not 
precluded from advertising. They should be free to advise in 
other fields besides auditing, but should not accept the respon- 
sibilities of executives or directors. In Dr Snozzi’s view, the 
profession was predestined to a liaison role between the public 
authorities and the economy. 

Dr K. A. Ziegler, for the German language participants, 
agreed with the necessity of a higher education for aspiring 
accountants, or parallel training to a comparable standard in 
technical institutions. The minimum period of practical experi- 
ence for those wishing to practise should not be less than three 
years, and might be more in the case of non-graduates. The 
national bodies should control preparation for the examinations, 
and conduct their own final examination in collaboration 
with the universities and public authorities as far as possible. 

National jurisdictions should allow the profession as much 
freedom as possible, and there was much that UEC could do to 
further standardization and co-operation. 

Speaking after the group reports had been submitted, Mr 
Shearer said that he had not expected unanimity, but was 
impressed by the wide measure of agreement. What was right 
for one country might not be right for another, and harmoniza- 
tion of principles or concepts did not necessarily mean 
uniformity. 


Modern auditing 


The papers by Mr P. G. Corbett and Mr C. H. Bailey on 
‘Auditing in the 1970s’ were highly praised by the rapporteurs 
for all language groups, whose comments tended to complement 
one another. Audit techniques, it was agreed, afforded no sub- 
stitute for professional detachment and common sense. 
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The traditional audit procedures were no 
longer adequate in all respects, and auditors 
should be in a position to offer other services 
to management, with or without specific legal 
authority, provided that their independence 
was not affected. The need for ‘operations’ or 
‘management audits’ would seem to arise only 
in the larger stewardship companies, and would 
not be an annual review. 

Information on future prospects was essential 
to shareholders but it was debatable how far an 
auditor should be associated with profit fore- 
casts. Experience of the English language 
groups, in particular, suggested that auditors 
should confine themselves to fair measures and 
techniques, and report not that the figures were 
‘correct’, but that they had been reached in an 
intelligent way. 

The principles of auditing had not been 
changed by the introduction of computers, but 
a visible audit trail was not always there. 
Auditors should have a basic knowledge of 
computer techniques and systems, and should 
have expert specialists available. There was 
a need for computer developments to be matched by special- 
ized professional education, and auditors should be able to 
train their own specialists rather than rely inevitably on outside 
help. A firm link should be established between computer 
people and auditors, beginning at the installation stage when the 
auditors’ advice should be sought. 

The auditor of a client whose data was processed by a com- 
puter service bureau faced a particular problem, in that he did 
not have a direct right of access to the bureau’s systems and 
programs. It was suggested that the bureau’s own ‘house ’auditor 
should conduct an annual evaluation of the bureau’s system to 
justify reliance on it by the auditors of client companies. 





Freedom of practice 


Speaking for the English language groups on Mr F. Clive de 
Paula’s paper, Mr H. E. Olesen referred with approval to the 
representations made by The Institute of Chartered Account- 
ants in England and Wales to the Council of the European 
Economic Community, protesting against possible statutory 





Mr W. G. Medlam, F.C.A., a member of the Council of the English 
Institute, /eft, and Mr A. F. Tempelaar, a Vice-President of UEC, with • 
the Master and Clerk of the Saddlers’ Company, at Saddlers' Hall, 
one of the venues for luncheon during the conference. 
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restrictions on the offering of additional services by auditors, 
and featured in a leading article in The Accountant of August 
12th. The different functions which the profession could per- 
form should reinforce and not impair one another. To the basic 
skills of the accountant should be added the auditor’s underlying 
intimate knowledge of his clients’ affairs and the fact that the 
profession could not survive solely as ‘financial inspectors’. 
Accountants should be free to develop and offer such other 
services as might be required by society, and accounting firms 
should seek to support but not to replace management. 

All three rapporteurs on Mr de Paula’s paper found it neces- 
sary to consider the relationship between accountants and 
experts in other disciplines within the field of management 
consultancy. The French language groups, whilst recognizing 
that the three-fold legal, accounting, and economic training of 
the accountant made him well able to assess the life of a business 
and its problems, looked forward to a ‘super-profession’ of 
business advisers which would bring together experts in various 
fields. 

Accountants as a profession would be obliged to look at 
co-operation with members of other disciplines, as many 
business activities fall outside the experience of an accountant. 
The legal systems of several countries already permitted partner- 
ship between accountants and experts in other fields; and if 
accountants were prevented from offering the services required 
by their clients, the profession would be in danger of being 
supplanted by experts in other fields. 


Challenging future for accountants 


Mr de Paula said that he had been ‘encouraged’ by the collective 
willingness of the conference to tackle the problems posed by 
his paper, although he thought it likely to be ‘a long, steady 
slog’. ‘The profession had advanced in recent years to play an 
extremely important part in the electronic data processing field, 
and now faced a further challenge in consultancy. 

The development of a team of different professions and 
disciplines to give full advisory services to the client opened a 
very wide field; it was the most important challenge that 
accountants had to face at the moment, and was a great oppor- 
tunity. He recognized the problems of training and experience; 
whilst the public interest must be protected, the profession 
should be allowed to expand and provide the services which its 
clients had a need for. He suggested the UEC itself should tackle 
the problems of multi-discipline firms and the independence 
of the auditor, whilst at the same time protecting the ‘very 
legitimate interests’ of the public. 


Concluding session 


In the course of his valedictory address to 
members, the Conference President, Mr A. H. 
Walton, F.c.a., President of the English Insti- 
tute, said: 


‘It has indeed been a pleasure to welcome so 
many delegates to London and we are delighted 
that we have been able to have so many functions 
in our new building. 

‘It is, I believe, universally accepted that a 
strong and flourishing accountancy profession 
is of benefit to thé community it serves. I am sure 
that the UEC has an important and unique role 
to play in promoting a vigoroüs accountancy 
profession in Europe. This aim is, indeed, my 
understanding of the principal object of UEG as 
set out in its statutes. з 

‘It is almost exactly 20 years since UEC was 

efounded and we all acknowledge the immense 
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however, become complacent. UEC is now well established but 
its executive now faces its greatest challenge — to weld UEC into 
an organization giving: léadership to the accountancy profession 
in Europe, in an age when the demands made on the profession 
for technical competence and higher standards are ever increasing. 

“The task facing UEC is of particular significance at the present 
time when the EEC is likely to expand so that it embodies a 
considerable number of member countries of UEC. 

‘UEC is devoting much attention to the preparation of direc- 
tives dealing with financial reporting, corporate structure and 
regulation, mergers, supranational companies and so on. UEC 
must speak with authority on these matters and its views must 
command respect. Its advice could be of immense value in the 
forging of a solid structure for harmonization of the conduct and 
regulation of corporate enterprises in Europe. 

“The accountancy profession throughout Europe will have to 
review its policy on educational requirements for entry and 
training. It must consider independence. Freedom to practise is 
of paramount importance and with appropriate safeguards there 
must be reciprocal practice rights within the member countries 
of UEC. 

"We must all study modern auditing techniques including the 
problems arising from the introduction of data processing 
equipment. We must recognize the ever-increasing demand for 
management consultancy and other services. It is, in the view of 
my Institute, vital that there should be no restriction on the 
provision of such services by auditing firms. 

“This study conference may have given you an opportunity to 
discuss some of these problems, and the papers you have been 
considering will have identified some matters inviting further 
thought and study. But — valuable as they may be — congresses 
and conferences do not form policies. Policies must be formulated 
at the centre and this calls for forceful top leadership and throws 
a considerable burden on the executive committee and the 
secretariat by which it is served. 

‘I firmly believe the next few years will be a testing time for 
UEC. The task is a formidable one, but not beyond the powers 
of those who are charged with running UEC. I am confident 
UEC will meet this challenge. 


Opportunity of reappraisal 


In the unavoidable absence through illness of the President of 
UEC, Dr L. Antonelli, the final speech was delivered by Mr 
A. F. T'empelaar, a Vice-President of UEC and a Past-President 
of the Nederlands Instituut van Registeraccountants. 

Mr Tempelaar said that UEC had a great task to perform 
in playing its role of leadership in Europe and it should be able 
to count on the ;intellectual contributions of its members to 
establish a true community of professional thought. 





A varied programme for the ladies included a visit to 600-year-old Penshurst Place in Kent. 


THE 
October 14th, 1971 


| ACCOUNTANT 


519 


VAT in Europe and Elsewhere 


Administration and Destination 


'T has been settled that Britain will adopt VAT on the 

EEC pattern, and time has been provided for full con- 
sultation with the private sector in fashioning the details 
of the tax structure. 

The main features of VAT are by now widely known; 
the collection of tax at all stages of manufacture and dis- 
tribution, with credits at each stage for tax paid at earlier 
stages, the exemption of exports with appropriate refunds 
to exporters, the wide tax base which will include services 
and commodities, other than food, and so on. 

The arguments in favour of the tax by its protagonists 
have also been widely disseminated. Fractional payments 
and tax credits will prevent tax evasion because all traders 
are brought into the net and the tax paid by one forms a 
credit for the other, who thus needs some evidence of the 
payment by his supplier to secure his credit — the ‘self- 
checking’ cr ‘self-enforcement’ feature. 

The cumulative computation of tax enables great 
precision to be achieved in relieving exports of tax, and 
imposing an appropriate equalizing tax on imports. Collec- 
tion of tax is smoother because all traders contribute, at 
monthly or quarterly intervals, and there is thus less danger 
of serious loss of revenue through the default or fraud of 
individual taxpayers. 

Nevertheless, it should be borne in mind that VAT was 
originally devised as an improvement on the very imperfect 
‘cascade tax’, which, basically, levied a flat rate of tax on all 
transactions at all stages in a wide variety of commodities. 
VAT has so far been adopted almost wholly? by countries 
which previously had either had a cascade tax, or a single 
stage tax which could only imperfectly be excluded from 
exports. 

VAT has been described as a ‘retail tax, collected by 
instalments’, and the ‘instalment’, ‘fractional’, or ‘multi- 
stage’ application is clearly a historical evolution from 
cascade taxation, adopting the multi-stage application of 
the latter without its disregard of tax paid at earlier stages. 
The evolution has been a wholly logical, practical and 
probably essential one. It also seems likely that the evolu- 
tionary process has not yet finished its course. 


Evasion aspect 
In so far as the structure of VAT is regarded as of a design 
necessary to combat evasion, this feature too is rooted 
in the historical position of countries which have adopted 











1 An exception is the Republic of Ireland, which is embracing VAT [The 
Accountant, September 30th], but has rather effectively administered 
separate retail, and, latterly, wholesale taxes. 


by H. W. T. PEPPER, O.B.E., B.Sc.(Econ.). 


the tax. Where there has been an apparent improvement 
in tax compliance after the adoption of VAT (it is always 
little more than a matter for conjecture how much of any 
tax escapes assessment) the improvement may be as much 
due to the greater attention being given to the administra- 
tion as a result of changes in the system as to the actual 
nature of the changes. 

There are two other points to be made about evasion. 
While the evader will always be with us, there is a continu- 
ing trend towards better book-keeping by traders generally, 
which is likely to result in better tax compliance whatever - 
tax system is used. Secondly, whatever automatic pressure 
towards fuller compliance can be expected from the action 
of wholesalers upon manufacturers and importers, and of 
retailers upon wholesalers, there is no corresponding check 
on the activities of retailers by their customers, and it is at 
the retail stage that the danger is in any event greatest. 


Taxation of services 


A feature of VAT is the envelopment of services in the tax 
net. It is not, however, necessary to employ a multi-stage 
system in order to tax services, which are normally rendered 
as a single-stage operation. It is, for example, possible to 
tax services by means of a retail sales tax. То the extent to 
which the consumption of goods is implicit in the rendering 
of services (e.g., that of materials used in repair work) 
a retail tax on the total price of the transaction automatically 
taxes the two elements of the price, the value attached 
respectively to the goods and to the services. 

Although, in practice, services seem to be taxed compre- 
hensively only in МАТ systems, there is no technical 
reason why services might not be included in a retail tax 
structure. Some services are, of course, rendered not to 
domestic consumers, but to retailers, wholesalers, and 
manufacturers, e.g., under repair and maintenance con- 
tracts, in advertising products for sale, and in washing the 
factory windows. The problem of avoiding double taxation, 
which would arise, e.g., if services supplied to a manu- 
facturer were taxed as well as the goods produced by the 
manufacturer is soluble by allowing the manufacturer to 
register so that he may buy goods and services tax-free 
and pay tax only on sales to non-registered persons — the 
system already adopted, e.g., with regard to purchase tax 
in the UK. 

In Britain the position of services taxation has been 
somewhat confused by the introduction of SET as a tax 
on employment at a flat rate per worker, collected with * 
social security contributions. Taxes on consumption, 
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whether of goods or services, are generally better based on 
some reference to the price or value of what is consumed, 
than upon factors of production. The switch to sales taxation, 
though a, welcome development, will not be a smooth 
evolutionary one as far as the effect on prices is concerned. 


Small traders 


The practical application of sales taxes to small traders is a 
factor that has to be borne in mind when considering the 
respective merits of various tax structures. Experience in 
other countries suggests that in many cases the tax liability 
on small traders has to be estimated, sometimes on an 
' arbitrary basis, rather than precisely calculated from a full 
double-entry book-keeping system. l 

For example, in France, three-quarters of VAT taxpayers 
are taxed on the forfait method rather than by reference 
to current sales and purchases. A forfait calculation is 
based ostensibly on the accounts of a year’s trading and 
the result could be anything from a reasonably accurate 
figure where a trader keeps his books in good order, to 
little more than zn inspired guess where books are unsatis- 
factory or deficient. Moreover, even under the rather 
sophisticated French system, calculations are normally 
made biennially so that to a substantial extent the trader 
is paying on previous year’s instead of current year’s sales. 
In Federal Germany’s VAT the small trader may, in effect, 
opt out of VAT and pay instead sales tax at a low flat rate 
on sales, without credit for purchases — obviously the tax 
payable can then only be an approximation of the amount 
which would have been due under VAT’s ‘give and take’ 
system. 

There is little precision, accordingly, in relating the tax 
borne by the consumer to the tax collected from the trader 
where the small tradesman is concerned. Of course, this 
kind of situation is common to all types of tax administra- 
tion and must be viewed in proportion. It is often the case 
that 20 per cent of a tax is collected from 80 per cent of the 
taxable traders, and the remaining 80 per cent of the tax 
from only 20 per cent of the trading community. Most 
countries’ tax departments can produce figures of this kind, 
quite reasonably, to justify taking broad lines in administer- 
ing tax on the smaller fry. 

Exemptions of small traders are a common feature both 
of VAT and cascade taxation, and are also defended on the 
ground that the tax at several stages has already-been paid. 
It is further possible to adduce the economic argument that 
small traders are high-cost entrepreneurs who, nevertheless, 
may fulfil a minor role in the distributive system and give a 
form of service, mainly to poorer members of the popula- 
tion, which merits the type of 'subsidy' that exemptions 
and abatements provide. In practice, however, exemptions 
are usually justified de minimis and on grounds of ad- 
ministrative economy. 

The corollary should, however, be noted. If a large 
proportion of taxpayers is to be dealt with in a simplified, 
even arbitrary way, by countries using VAT systems, and 
the larger taxpayers, assisted by their professional advisers, 
are reasonably capable of coping with tax laws, it means 
there is freedom to design tax systems in such a way as to 
«achieve the maximum administrative economy compatible 
with equity. 
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According to the EEC directives to its members on VAT, 
the present levying of tax, in respect of goods which cross 
frontiers, on the ‘destination’ principle is eventually to be 
superseded by the application of the ‘origin’ principle. 
In other words, at some future date, in respect of ‘exports’ 
within the Community, tax will accrue in the country where 
the value is added, not wholly where the goods are con- 
sumed. So long as the origin principle remains the ultimate 


goal, it will of course be essential to retain the all-stage 


fractional or instalment payment system so that tax is 
indeed levied at each point where the value is added. 

It is desirable, therefore, to consider whether the origin 
principle is really a logical and inevitable development in 
the evolution of VAT. If it is, then fractional payments 
are likely to be a permanent feature of the administration 
of VAT. If not, then there is some scope for conjecture 
that a simpler, or less voluminous, collection system might 
eventually be devised. 

Assuming that, on the origin principle, the country which 
collected tax on the value added within its frontiers would 
retain that tax as part of its national revenue, it is immedi- 
ately evident that in a common market or free trade area 
grouping, or in a federation where sales taxation is the 
prerogative of the federated states individually, the lion's 
share of the revenue from VAT would go to the state 
which also benefited most from the greater opportunities 
for ‘protected’ trading within the area of the group. The 
most industrialized would thus in effect, be enabled to 
levy a tax tribute on the others. Since manufactured goods 
are usually taxed at a higher rate than agricultural produce, 
the disparity would be even more marked. 

An equitable balance of revenue from tax would only 
be achieved within the territory of the associated states in 
the quite improbable circumstance that trade within the 
area was in balance to the extent that the tax on goods 
exported by each country within the area was equal to 
the tax which would be payable, prior to import, on the 
goods imported from within the area from the respective 
countries of origin. 


Tax imbalance " 


Some of the intra-regional trade will be of goods taxable 
at the higher rates and some of those to which the lower 
rates will apply: some of the goods traded will be exempt. 
Even if the partner countries’ or states’ intra-regional trade 
was completely in balance in terms of value, itself unlikely 
where there is also trading with countries outside the region, 
there would almost certainly be an imbalance in terms of 
tax. 

If VAT is regarded, like other sales taxes, as a tax on the 
consumers of goods and services, ie., as a consumption 
tax, there is a vital difference between the 'destination' 
and ‘origin’ systems. On the destination principle a country 
or state is taxing its own consumers who live within its 
borders. On the origin basis the exporting country or state 
is taxing, not its own consumers, but those of the importing 
country, which is not usually regarded as appropriate. The 
aim of policy-makers and administrators of sales taxes is 
normally to eliminate tax from exports with as much 
precision as. possible and this very factor is one of the 
arguments favouring VA'T as a form of taxation. In the 
USA it is unconstitutional to tax exports, and most 
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countries take pains to ensure at least that their exports of 
manufactured goods are exclusive of sales taxes. 

The possibility of using the origin principle, not as a 
means of ultimately charging tax, but as a means of pro- 
visional ccllection, corrected by adjustments between 
countries or states to revise the incidence to accord with 
actual consumption may exist but would impose immense 
burdens of recording and processing data. It seems 
doubtful if any administrative advantage from the origin 
application of VAT could outweigh the practical difficulties 
of making the subsequent adjustments. To use the origin 
principle as a way of finally imposing a consumption tax 
appears to be unacceptable for the reasons already adduced. 


Application in Latin America 

It may be worth mentioning that something akin to the 
origin principle is currently in force in Brazil (the first 
country to extend VAT down to the retail stage), where 
VAT forms revenue of the individual federated states. 
Brazil’s VAT is a single-rate system with a rate of 17 per 
cent in the central and southern states, and 18 per cent in 
the northern states. On inter-state transactions, however, 
the ‘exporting’ state is allowed to charge 15 per cent tax on 
the ‘expor? price while the importing state collects the 
extra 2 or 3 per cent on the ‘import’ price’plus 17 per cent 
(or 18 per cent) on the added value attributable to the 
importing state (i.e., the difference between the ‘import’ 
price and the price to the consumer). ` 

This system tends to favour the more industrialized 
states, but is mitigated by federal transfers of funds to the 
developing states and by the fact that coffee exports, the 
most important agricultural product, are taxed at 15 per 
cent, producing substantial revenue for agricultural states. 
Moreover, the incidence of VAT on the consumer, and 
between one group of states and another is constantly 
under review and revision, both by the federal government 
and conferences of the federated states. Finally, the histori- 
cal evolution of VAT as the successor to a cascade tax has 
been important in determining tax incidence, which, 
formerly, was even more favourable to the industrialized 
states. 

If we assume that the origin principle is not in fact 
likely to be adopted in the EEC, the way is open to con- 
sider whether some modification of the multi-stage appli- 
cation of VAT is a likely future development. 


Possible evolution of VAT 


One factor, already decided upon as a feature of the appli- 
cation of VAT to Britain, is the exemption of very small 
traders. Exemption of a trader from any form of sales tax is 
strictly, of course, wrong in principle because the tax is 
borne by consumers, the trader being merely the collecting 
agent. Thus exemption of a trader may énable him to 
pocket the tax money if he maintains prices in line with 
those of other traders who are taxable and who pass the 
tax along to the customers. Such exemptions are neverthe- 
less common enough in multi-stage systems, but they are 
not a feature of the retail sales taxes in the US, Canada and 
the Republic of Ireland. Moreover it is possible to exclude 
small traders from tax procedures without actually exempt- 
ing them. This exclusion has been achieved by giving 
retailers the option of registering and paying the tax on 
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their sales but purchasing goods free of the retail sales 
tax, or of buying their supplies already-taxed from regis- 
tered traders. 

In Belgium’s VAT, there is provision for exclusion of 
traders (mainly retailers) who sell goods in exactly the same 
form as when purchased from their suppliers. The tax, 
which would otherwise be paid by these traders, is paid 
instead by the suppliers who collect the extra sum by cal- 
culating tax on the retail instead of the wholesale price 
when adding VAT to the price charged to the trader- 
customers. This device is also under study in Brazil. 

Thus, if the VAT rate of tax is 10 per cent, and retail 
prices are ordinarily marked up 30 per cent on wholesale 
price, and the net wholesale selling price is 100, the price 
charged to the ‘excluded’ trader would be roo--(tax) 
то per cent on (1004-30 per cent)=100+13=113, of 
which 13 would be handed over to the tax department by 
the supplier after deducting whatever credit was due to him 
on his purchases. 

A taxable retailer buying the same goods would buy 
at 100-]-10 per cent— ххо, and sell at (1004-30 per cent 
margin)-+tax 10 per сеп! = 1304-10 per cent— 143 and in 
this case the retailer hands over tax of 13 less the 10 
charged to him by the supplier, while the supplier accounts 
for a gross tax charge of то jess the credits due to him. 


Movement towards retail level ? 


It may be expected that as time goes on, as retailing becomes 
more sophisticated and more in the hands of supermarkets, 
hypermarkets, department and chain stores, objections 
to a single-stage retail tax (on the grounds that too much 
tax would be lost Ьу fraud and evasion) will weaken. In 
countries where income tax on businesses is reasonably 
well administered, it is somewhat illogical to fear that a 
retail sales tax on the same taxpayers would be un- 
administerable. If a trader, earning a net profit on turnover 
of то per cent, fraudulently suppresses even 5 per cent of 
his sales when submitting his trading accounts for income 
tax purposes this will halve his apparent net profits and 
reduce his income tax bill (if the fraud is undetected) 
by an even larger fraction. In contrast, however, 95 per cent 
of the appropriate sales tax would nevertheless be payable. 

With the possible exclusion of small retailers by using 
the device, referred to above, pioneered in the Irish 


. Republic and in Belgium, it seems likely there could be an 


‘evolutionary’ movement towards removing some of the 
instalment payments from VAT by a shift towards the 
retail level, provided that VAT’s vaunted evasion-preven- 
tion qualities are-not thereby impaired. 

Since the multi-stage application of VAT i is intended to 
bea potent anti-evasion factor, the effect of removing a stage 
or. two obviously needs careful examination. Experience 
has, however, shown that the ‘self-checking’ or ‘self- 
enforcement’ element may be over-rated. If one trader is 
prepared to sell goods ‘ex-books’, he usually has little 
difficulty in finding others to buy them on the same basis 
and pass them on in the same way. In some countries a 
customer may be offered goods at one price if he wants an 
invoice or receipt, or pays by cheque, but at a lower price 
if he pays cash and does not require documentation. 

On the other hand, the virtue of checking one tradér's* 
sales against another's purchases may be achieved without 
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a multi-stage tax, e.g. by making selective checks of sales 
and purchase data required from traders for that specific 
purpose. The point is, however, that if there can be holes 
in the edifice of multi-stage tax application in the manner 
indicated, the enforcement of VAT becomes a similar 
exercise to the enforcement of any other kind of sales tax. 


Revenue flow 


Whenever sales taxation is pushed forward from the manu- 
facturing or wholesale level to the retail level, there tends 
to be a hiatus in revenue collection relative to the period 
spent by the goods in the distribution pipeline between 
the old and the new tax point. There would be a corres- 
ponding benefit to the cash flow of the traders affected. ' 
If such a move were made in a country, such as Britain, 
currently employing a manufacturers' or wholesale sales 
tax collected on a quarterly basis, it should be possible 
to collect a retail tax at more frequent intervals, e.g., by 
monthly returns, or, preferably, by monthly estimated 
instalments with quarterly reconciliations. More frequent 
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(1.е., earlier) collections should be feasible because much 
retail trade is done for cash or on short credit, whereas 
manufacturers and importers may allow 9o days' credit to 
their customers, and this would help to limit the scale of 
the interruption in revenue inflow. 

There might, however, still remain a cash- flow benefit 
to traders generally, and accordingly it would be best if any 
switch in sales tax incidence were made at a time when ` 
revenue was buoyant and trade stagnant, as a means of 
stimulating the economy. Since sales taxes are not related 
to fiscal or calendar years but merely to the relevant 
collection period, usually a month or a quarter, the choosing 
of the ‘ideal’ moment or ‘appointed day’ to introduce such 
a change may be done with some degree of flexibility. 

Given the assumption that the ‘origin’ principle is un- 
likely in the end to be adopted in the EEC it seems probable 
that theze will in due course be some evolutionary changes 
in VAT as applied in Europe. These may be mainly in the 
direction of reducing the number of stages of application 
and the ‘retail tax collected by instalments’ will eventually 
be collected in fewer instalments. 


Earlier this year, a press report referred to the question of scrap rates in connection with the 
costing of the Rolls-Royce RB 211 engine, and accused the accountants of overlooking 
the fact that scrap rates in the early stages of such a highly complex product as a jet engine 
would be subject to a considerable reduction as production was increased. The newspaper 
article was itself incorrect in that it stated that 'The man-hour rate is the amalgam of 

all factors — wages, material costs, overheads and the scrap rate — which govern the basic 
engine costs.’ The article went on to state that the man-hour rate should fall as production 


increased. 


In fact, the man-hour rate calculation would not include material ccsts (other than materials 
included in overheads), and far from falling, the rate per hour would increase as 
operatives became more familiar with the production techniques, and thus earned higher 


piece-work bonuses. ` 


HE fall in production costs which would be 

expected over a production run would be due, in 
the main, to a reduction in the number of hours taken 
to complete the work, thus more than compensating 
for the increased bonuses earned by the operatives. 
The accepted techniques for predicting future hours 
per unit in these circumstances is known as the learning 
curve. This technique was first developed in the air- 
craft industry, and has been in practical use for some 
years. Its uses include the forecasting of shop loading 
and manpower requirements, and also the negotiation 
of selling prices with customers. 


Learning curve theory 


* "Тһе basic theory is quite simple; whenever the total 
. quantity of units being produced is doubled, the 


cumulative average cost per unit is reduced by a 
constant percentage. This percentage differs according 
to the type of industry and is broadly determined by the 
proportion of assembly labour to machine labour - the 
bigher the assembly labour, the more pronounced is 
the reduction in hours. The reason for this is that in 
hand assembly work, the operative will become more 
familiar with the task involved and will complete the 
job faster as he becomes more practised. In the case of 
machine operators, the time taken is governed by the 
speed of the machine and cannot be reduced except 


` by changing the machine or by changing the method 


of production. 

In the aircraft industry it was found that, due to the 
high incidence of assembly labour, an 80 per cent 
learning curve could be expected. In other industries 
with a lesser amount of hand assembly a more gradual 
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Estate Duties Investment Trust- 

'." known as EDITH – has been helping 
shareholders in private companies to ` 
provide for Estate Duty for nearly twenty 

-years. Perhaps we can help your clients too. 
For further information, please ' 
telephone or write to J. Е Turner, Piercy 
‘House, 7 Copthall Avenue, London EC2. 
. 01-628 0381. Or contact your local EDITH 
' office listed under Finance Houses in 


Yellow Pages. EDIT 
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The harmony’s fine: but _ 
what happens when one stops singing? 


Whsn a member of a partnership dies or retires, the other 
partner (or partners) may well need im mediate extra capital. 
That's what our Partners Life Assurance Scheme is all about. 


Itis a very flexible scheme, suitable for a wide variety 
of differently constituted partnerships and itis 
equally suitable for directors of privaze limited companies. 


It aims az the maximum savings in both income tax and estate duty. 
Send for full details ~ for yourself or for your clients. 


Equity & Law 


Equity & Law Life Assurance Society Ltd., 20 Lincoln's Inn Fields, London WC2A 3ES: 
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learning curve resulted. The effect of an 80 per cent 
curve is compared with a go per cent curve in the 
table below: 


Cumulative Cumulative average 

production hours per unit 
in units Eo per cent до per cent 

I 2 P .. 100°0 1000 

2 T - .. Воо go-o 

4 ss zs .. 640 81-0 

8 sš P s r2 7*9 

16 Sa 2. e 410 65:6 

32 Dx isi 328 59:0 

64 E 3: .. 262 53-1 

128 ae ar .. 21'0 478 


It can be seen that, in the case of the 80 per cent curve, 
the reduction in hours is much pronounced. This can 
be more readily shown in the form of a graph. 





100 


Cumulative average hours perunit 
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Cumulative production in units 


The learning curve technique can only be applied 
to jobs at or near the start of the production run. It 
cannot be applied to any product which has been in 
production for a number of years, as it can be safely 
assumed that learning has already taken place, and the 
reduction in hours between successive units has 
reached minimal proportions. Further, if the method 
.. of production is changed, the curve may be rendered 
invalid. In fact in any product such as a jet engine 
where successive modifications in either the basic 
design or changes in production methods are likely 
to occur, the learning curve will consist of a basic 
curve with a number of ‘peaks’ whenever any such 
changes take place. 


Design change 


Change in production 


Cumulative average hours perunit 
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Cumulative production in units 








It can be seen from the graphs that the reduction in 

- hours is very rapid for the first production units but 
as the quantity produced is increased, the curve begins 
to flatter. out until the difference in hours between 
successive units is minimal. 
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Alternative formula 


Up to now we have discussed cumulative average hours 
per unit and the cumulative unit production. The 
formula can, however, be expressed in terms of the 
number of hours required to double production. In an 
80 per cent learning curve the number of hours required 
to double production is 60 per cent of the previous total 
hours. This can be proved as follows: - 
Hours 
Eight units at 51-2 hours cumulative average  409°6 


Less 
Four units at 64:0 hours cumulative average 256:0 





Hours required to produce units 5 to 8 153:6 








The figure of 153:6 hours is 60 per cent of the 
previous total hours, i.e., 256 hours. The relationship 
can also be proved by an alternative calculation; using 
the figures above it can be seen that the average time 
to produce each of units 5 to 8 is 38-4 hours. This 
figure is 60 per cent of the previous cumulative average 
hours, i.e., 60 per cent of 64-0 hours. Similarly, the 
average time to produce each of units 9 to 16 can be 
calculated by taking 60 per cent of the cumulative 
average hours to produce the first eight units — 60 per 
cent of 51-2 hours giving a figure of 30-7 hours. Thus 
the average hours required to produce each of units 9 to 
16 is 3077 hours compared with the average of 38:4 re- 
quired for units 5 to 8, a reduction of 7-7 hours. 

Clearly this reduction does not take place at the: 
ninth unit and remain steady until the sixteenth unit. 
It is spread over the eight units and averages less than 
one hour per unit. By the time production reaches 
fifty units the difference between successive units is 
becoming marginal, although in the case of units such 
as jet engines or aircraft where thousands of hours are 
involved the reduction will still be of significance. 

Costs of each unit can be calculated by multiplying 
the hours by the hourly rate of pay and adding the 
costs of materials and bought-out components. Jt 
should be emphasized that learning curves apply only 
to production costs and not to pre-production expendi- 
ture. In the case of Rolls-Royce, many of the problems 
were the result of design costs being in excess of original 
estimates. In particular the use of the new materials 
such as carbon fibre gave rise to problems which 
resulted in re-designing large areas of the engine. 

Due to the long cycle from design to delivery which 
is inherent in the aerospace industry, and the rapid rate 
of technological change, assemblies are often in 
production before design is complete. The disadvantage 
of this is that design changes have to be made resulting 
in modifications to units already produced or in pro- 
duction, thus giving rise to increased learning costs. 
The alternative of delaying the commencement of 
production would result in even longer delays before 
the units could be delivered and in service. It is 
probably fair to say that the actual design troubles were 
the major cause of the Rolls crash. In any case it 15 


unlikely that scrap rates as such would be a major • 


factor in influencing the Government’s course of action. 
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The Accounting World 


Topics of Professional interest from Other Countries 


` AUSTRALIA 


Too Many Figures? 


HILE most financial analysts and investors are advocating 

greater disclosure of financial information in annual 
reports, Mr J. J. Craig, general manager (administration and 
finance) of Hammersley Iron Pty Ltd, recently expressed a 
contrary view in zn address to members of the Public Relations 
Institute. 

Although. the annual report must continue to deal with the 
success achieved by the company in meeting the, essential 
requirement of profitable operation, Mr Craig foresaw an 
increased public demand for corporations to report on the role 
they had played in advancing national objectives, however ill- 
defined these objectives might be. In consequence, the annual 
report would be addressed to Australians generally; it would 
tell of the role of the company in contributing to a better society, 
a document which was widely circulated to many sections of 
society and which recorded the company's contribution to 
ever-changing community needs. 

Mr Craig saw a very real need, if this dual role were to be 
successfully accomplished, for a reversal of recent trends in 
company legislation and accounting practice which required 

' annual reports to include ever-increasing quantities of financial 
and other detail. If these trends continued, the annual report 
would eventually lose most of its audience and would be read 
only by experts. 

Mr Craig added that he did not wish in any way to discount 
the great importance of adequate and frequent disclosure of 
the financial performance of corporations. More technical 
information that-was designed to protect the interests of credi- 
tors, enlighten security analysts or result in better accounting 
disclosure should be made publicly available at the stock 
exchanges, or at the offices of the registrars of companies. In 
such places, those who were interested in the mysteries of 
accounting and other detail could ‘read themselves into madness 
if they wished’. (from our Australian Correspondent.) 


CANADA 


Letters of General Representation 


ANADIAN auditors follow those of the United States in 

the widespread use of the letter of general representation 
(LGR), a written assertion by the client to his auditor as to 
items affecting the financial statements. It may be initially 
drafted by the auditor, in a pre-printed form or as a draft for 
typing by the client on his own letterhead, but it is manage- 
ment’s own assertion and is far more comprehensive than the 

. traditional inventory and liability ‘certificate’. 

A small survey, made in 1970~71 with the co-operation of 
‘eight national accounting firms, showed that six of them use 
LGRs exclusively, replacing former inventory and liability 
'certificates', while the other two generally rely on the 'certifi- 

_ "савез". Of the six firms using LGRs, four favoured a ‘long form’ 
type letter containing a comprehensive list of important specific 





assertions as to accounts receivable, marketable securities, 
inventories, fixed assets, liabilities, capital stock, minutes of 
shareholders’ and directors’ meetings, income statement and 
post-period events. (From our Canadian Correspondent.) 


UNITED STATES 


Offices at Home 


TAXPAYER who deducts from his income the expenses 

attributable to business use of his home may be inviting 
trouble when he comes to sell the residence, according to The 
Tax Advise-, a publication of the American Institute of Certified 
Public Accountants. A gain on the sale is exempt from tax if a 
new home is purchased for the same or a greater amount, but 
this exemption does not apply to business property. 

If one has been deducting a percentage of household main- 
tenance and depreciation costs of a residence for business use, 
that percenzage of the residence is considered business property 
and a gain cn the sale of it is subject to tax. It is possible that this 
future tax bite will be greater than the benefits received by de- 
ducting the costs of the ‘office in the home’. 


NEW ZEALAND 


Policing the Companies Act 


STABLISHMENT of a Companies Commission, and a 
major -e-organization of the Companies Office, are the 
principal recommendations of a special committee appointed 


. in May 1958 ‘to review and report upon the provisions and 


working of the Companies Act 1955 and to recommend what 
changes in the law are desirable’. The committee was asked 
to report im depth so that its findings could be treated as the 
basis for a new Companies Act. In an interim report, which is 
devoted solely to the question of the administration of the Act, 
the committee has advised the Minister of Justice that there is 
an urgent need to establish an enlarged and strengthened 
organization, and expresses the hope that government will wish 
to legislate upon that aspect without waiting for the preparation 
of a completely new Act. 

The preposed functions of the Companies Commission : 
would inclide a continual review of the Companies Act and 
regulations made thereunder; at the request of the Minister, 
to advise him upon any matter arising under the Act; and 
either of its own motion or as the result of submissions made to 
it by any person, to make recommendations to the Minister 
as to desirzble amendments to the Act. The committee recom- 
mends a Commission of three members, one being a full-time 
chairman  ualified in law; the other members should be 
appointed as having a special knowledge of commerce, industrv 
and finance and at least one of them should be an accountant. 

For a ccuntry with a comparatively small population, New 
Zealand has a surprisingly large number of companies on 
the register. At December 31st, 1970, there were 1,300 public 
and 77,55: private companies. The committee considers that 


THE 
October 14th, 1971 


the Companies Office should be strengthened by recruiting to 
its staff a number of persons, including some qualified 
accountants, who would be able to carry out investigatory work 
into suspected offences concerning the promotion or manage- 
ment of companies or in connection with any take-over scheme; 
and suggests that if suitable personnel are not immediately 
available, the Registrar of Companies should be authorized’ 
to employ accountants in private prium 
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The -ecommendation for a Companies Commission to be 
established will be well received by the accounting profession 
in New Zealand. It is interesting to note that, of the numerous 
professional and "commercial organizations which made sub- 
missions to the committee, the New Zealand Society of Ac- 
countants was the only organization which pressed for a Com- 
panies Commission. 

(From our New Zealand Correspondent.) 


Cash from Ecology 


VER the past few years we have seen a sudden and rather 
dramatic change in man's attitude to the world around him. 
Until recently man saw his environment as a vast background, 
limitless in size, sometimes hostile, but always in terms of being 
available to supply his needs. Now we tend to view things more 
in perspective. No longer do we see the rest of the world as 
separate from us but more as being a total system of which we 
are part. No longer is it regarded as potentially dangerous — the 
emphasis now, for example, is not on killing wild life, but 
preserving it. And finally, and most importantly, no longer do 
we think of the land, the sea and the air as being capable of 
supplying all our needs and absorbing all our waste products 
"without depletion or saturation. i 
Coming to terms with our environment, planning improve- 
ments in it and considering the effects that our actions will have 
on it, is now the accepted pattern. What does this mean for 
business? In an article ‘Next Big Industry: environmental 
improvement in the Harvard Business Review of September- 
October 1971, James Brian Quinn, Professor of Business 
Administration, argues that ‘Far from being a costly drain on 
the economy, the ecology movement could produce profitable 
new markets for business expansion’. 


Role of business 


At first sight it might seem strange that the social considerations 
of an enlightened public conscience should provide benefits 
to the private sector. Apparently, such an attitude smacks of 
socialism or of state control and certainly not of a free enterprise 
approach. But is this really so? All we are saying is that an 
acceptance of the new demands that the ecological syndrome 
imposes on society is necessary. Business exists to fulfil consumer 
demands. People’s needs are changing. Ten years ago it was 
cars. Now too many cars mean that we pollute the air. Today, 
our need is to breathe clean air. And the private sector must 
adapt to this need. 

Set out in this way, it is hard to avoid the conclusion that we 
are entering a new phase in public demand. Once the private 
sector was concerned to supply man’s basic needs, i.e., food, 
clothing, transportation, etc. When these were satisfied (at any 
rate in the ‘rich’ countries) consumers’ marginal expenditure 
was on so-called luxury goods. A whole new industry arose to 
meet this demand. Together with this industry we had the 
advertising skill of demand creating, because to sell people deep 
freezers one had to make them believe they needed deep freezers. 


But what do people need now? Not freezers so deep that their. 


temperatures approach absolute zero, but clean air to breathe, 
` healthy food and a country which is green. This is the new 
market for private enterprise. 


had to endure the pain of changes in demand by the public; ' 


The way that the new environmental demands reach industry 
is usually through government controls. Sometimes these. con- 
trols are strongly resisted by the industry concerned. Some of 
the new legislative measures relating to cars, to continue with 
the earlier example, were not exactly welcomed by the car 
manufacturers. These measures inevitably increased the cost 


of producing a car and hence its price, and prima facie should: 


have resulted in lower sales. The reverse was probably the case. 
The safer the better cars were, the more reliance the public felt 
in them and the greater was their marginal expenditure on them. 

Regulations relating to drugs (or food) are another case in 
point. Legislation and the requirements of the Sainsbury 
Committee seemed to operate against drug firms. However, 
the public has more confidence in pharmaceutical products as a 
result of these regulations and the profits of tbe firms that 
manufacture and supply ethical drugs are well above the 
national average. 


Changes in demand 


The arrival of new environmental demands inevitably means 
that the business economy will have to accept substantial shifts 
and changes. There is nothing new in this. Industry has always 


indeed one of the justifications of a free enterprise economy is 
that it is flexible enough to meet these changes. This is not to 
deny the correctness бг fairness of short-term measures, such as 
temporary tax relief, government aid and so on to help i in the 
transition period. 

The way that business can best be helped to meet: new 
demands in the environmental sphere is by setting clear stan- 
dards. James Quinn lists the following key points: 


(1) Nationwide standards uniformly enforced are essential. 

(2) Standards should be set well in advance. 

(3) Performance specifications 
possible. 

(4) Federal fiscal policies should be pointed towards the 
maintenance of total economic growth during the change- 
over period to help absorb displacements and short-term 
profit drains. 

(5) Healthy regulatory agencies are essential for equity and 
progress in environmental control. 


'The overriding consideration in all this can be summed up as 
foresight and planning. Foresight so that business knows in 


what cirection it must ultima:ely go, and planning to meet this . 


goal as effectively as possible. The danger is in not facing up to 
the facts, in a passive resistance to change. That way the change 
when it comes, as inevitably it must come, can be a mick? 
harder and traumatic experience than it need be. 


should be used whenever 
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Fairey Company's New Look 


ELIEVED of the need to make heavy provisions against 

nuclear power contracts, The Fairey Company is now clear 
for development. The directors’ report contains an analysis of 
turnover and trading profits and losses, and this is included in 
our reprint from the 1970-71 accounts. The £1:3 million pro- 
vided against the Dungeness ‘B’ nuclear power station project 
in 1969~70 followed a provision of {2-2 million in the previous 
year's accounts, when the group net loss was £718,000. 

A feature of the latest accounts is the new basis of computing 
turnover. The basis is explained in Note 1 to the accounts and 
Sir Joseph Hunt, in his first statement as chairman, comments 
that the change has been made to provide shareholders with a 
clear and more accurate picture, and it will in future enable 
year-by-year comparisons to be made. 

Evidence from past results shows that in cases where sub- 
sidiaries are concerned in large long-term contracts, a period 
of apparently low activity can be followed at the end of the 
contract by an apparent, but misleading, jump in turnover. The 
new basis produces a more accurate reflection of the level of 
activity. A point to be made on the latest turnover figure is that 
the loss of [2:25 million of turnover from cessation of activities 
in Canada and Australia has been more than made good by 
` increased trading elsewhere in the group. 


Way cleared 


Resolution of the Dungeness ‘B’ problem has dad the way 
for progressive development of the company. In the past year 
the board’s policy was to eliminate loss-making operations and 
unprofitable subsidiaries and foster companies from which an 
acceptable return on capital employed. and growth were 
foreseeable. 

In the former category were the Fairey interests in Canada 
and Belgium. In Canada, freehold and leasehold properties 
-were sold for 1,700,000 Canadian dollars, representing a capital 
loss in the Canadian subsidiary of 1,906,000 dollars. The 
properties were revalued in 1962, but their cost was 2,370,000 
dollars. This apparently poor sale reflects the fact that while 
the properties in Halifax, Nova Scotia, were well suited to the 
original aircraft business of Fairey Canada, the absence of 
demand for such facilities which led to the closure of the com- 
pany was reflected in the price obtained. 

It is pointed out that the sale figure represented a lower 
actual loss on cost than might otherwise appear, especially as 
the funds to be repatriated as a result of the sale will benefit 
from a proportion of any dollar premium. In contrast to the 
Canadian situation, the company’s Heston site, at home, for 
which development plans are in hand, has been professionally 
revalued at £1,590,000 against a 1962 valuation of only £362,758. 

Development of the Heston site is under way and, based on 
the revaluation, architectural schemes have been produced to 
achieve a more efficient and rational housing of Fairey companies 
with manufacturing and other activities located there. The 
resulting economy of land use will enable land surplus to group 
needs to be sold. 


Fairey's nuclear contracts 


5 и" Joseph comments in turn on all the operating Баана 
in the group, detailing their performance and their prospects, 


but interest naturally turns on the Fairey Engineering sub- 
sidiary whicà is basically the nuclear contract concern. Profits 
now being made on the Dungeness 'B' contract cannot be 
considered cther than in the light of the sum of £3-5 million 
that has been borne under guarantees. But variations on a 
contract with the Chilean Government should result in a 
financial outcome ‘more favourable than might otherwise have 
been the case’, 

The chairman reports indications from potential customers 
in the nuclear field ‘of a desire to see the powerful research 
development, design, construction, test and assembly facilities 
at the disposal of the company, maintained and put to future 

se’. Shareholders may cringe at that thought but they are 
assured that continued participation in nuclear work ‘is a 
matter of whether or not the profitmaking potential is com- 
mensurate w:th the resources and risks involved’. 

As а matter of accountability, it has been felt right ‘to be 
able to indicate clearly to the shareholders the profitability or 
otherwise of any future nuclear projects'. For future clarity 
and for othe: reasons concerned with the effective management 
of resources, the Fuel Element Division of Fairey Engineering 
has been used as the basis of a new company called Fairey 
Nuclear whizh began trading in its own right on April rst, 


1971. 


The future 


'The compan has the continuing work load associated with fuel 
element cans and, with an emphasis on the future, will ‘establish 
a capability to enable it to serve as a project and selling organiza- 
tion, concentrating primarily on research reactors, nuclear fuel 
disposal units and nuclear hardware generally’. 

In the main Fairey Engineering company, although a signi- 
ficant amount of non-nuclear work has been obtained and 
further work is being negotiated, the main concern is with 
profitability as well as growth. It has been necessary to re- 
construct the organization and senior management of the 
company. From outside the group an experienced managing 
director and also a commercial director have been recruited. 

In the final paragraph of his statement under the inevitable 
heading of 'Future prospects', Sir Joseph states that there is 
‘reason for confidence about the performance of the group in 
the current trading year’, but he adds that ‘so far as future 
prospects are concerned, this statement has been written to 
enable shareholders to form their own judgement’. 

Possibly tc prompt any waverers, the final sentence restates 
the board’s belief that ‘prospects of future sustained and 
profitable grcwth are good". 


BET 


OT only was the British Electric Traction Company а 
conglomerate long before that name was invented, but even 
long before conglomerates were called industrial holding 
companies. So far as the City and the world of investment are 
concerned, the company is big enough and respected enough 
to be known neither as conglomerate nor industrial holding 
company or by any descriptive name, but simply as BET. 
The traction interests are no longer electric and neither are 


THE : 


October 14th, 1971 ^J ACCOUNTAN с 





Гопдоп де alers Two Essential Tax Books 
in short term money Butterworths —— 
for over 100 years Tax Handbeok 1971-72 


Ready shortly 
If you have £50,000 or more to invest at Edited by DAVID ROBERTS 
short term, a word with Gillett Brothers direct of Butterworths Editorial Staff 
will ensure you the finest rate consistent with 


absolute security and absolute liquidity. This publication provides each year in a concise form 


the plain text of the Income Tax Acts, Corporation 


| Weare specialists in short term investment Tax Acts and the enactments relating to Capital 
instruments, and in our Market Room in Gains. The Acts are set out in amended form as 
Cornhill borrowing and lending deals run into operative for the current year of assessment (or, for 
millions of pounds daily. corporation tax purposes, as operative for accounting 
: We make markets in Sterling and Dollar periods ending in that year of assessment). The 
certificates of deposit, British Government "Yellow Book’, as this work is popularly called, is 


invaluable to all those who handle tax matters. The 
text in this edition is set out as known at August 
6th, 1971. Amendments are shown in the right place, 
either by alterations in the text or by cross-refer- 
ences set against the old legislation. The exceptionally 
detailed index includes all the sections and schedules 
that are printed, and the section and schedule 
numbers are clearly marked at the top of each page. 

‘This (book), in the constantly changing pattern of 
Tax Law, is extremely useful, as one is enabled to 
look up any point with the certainty that all relevant 
legislation is referred to.’ ~ Director. 


£3-80 net, post free 406 50897 5 


short-dated bonds, British Government 
Treasury bills, London Bank acceptances, 

as well as Bills in dollars and 
marketable eurocurrencies. 





Butterworths 
Estate Duty Statutes 


Just published 
Second Edition 1971 
Edited by G. D. HEWSON, LL.B. 


The *Orange Book' is the estate duty companion to 
the ‘Yellow Book’ and provides the plain text of all 
the estate duty enactments as amended and as 
operative for deaths after March 30th, 1971. The 
presentation of the legislation is the same as in the 
"Yellow Book'. To assist readers swiftly to locate the 
statutory provisions they are seeking, the table of 
contents comprises an itemized list of the various 
sections, indicating the subject-matter dealt with in 
each. There is also an index at the end of the book, 
which has been revised and expanded for this new 
edition. Rates of duty are set out in a practical way, 
and examples show how to calculate the duty and 
the estate rate. 

'. .. an extremely popular and useful addition to 


Discount Company Limited the practitioner's bookshelves.’ – Income Tax Digest 

65 Cornhill, London, EC3V 3PP and Accountants! Review. 
Telephone: 01-283 3022 Telex: 887103 £2-50 net, post free 406 50851 8 
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The Financing of - 
Small Business 


-by JAMES” BATES 


. Professor of Business Economics; 
"Queen's University, Belfast’ 


SECOND EDITION 


This is the only British book to analyse the financial prob- 
lems of the smaller business and to outline techniques of 
planning, control and financial analysis. It also describes 
the main sources of funds, practical difficulties associated 
with raising them, and the methods of financing in practice. 


' Most books on business finance concentrate on bigger. 


business problems. The Financing of Small Business 
concentrates on the problems and techniques’ as they 
apply to small firms. Every small business has a financial 
problem ; their owners, managers and advisers will find this 


: book of practical value. 


DUTIES, TAX AND ESTATE PLANNING 


3971 ` ҒЗ net. Postage 16р: 


Revenue Law. 
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comprising ^ 


INCOME. TAX, 'SURTAX, CAPITAL GAINS..TÁX,. | 
· STAMP - 


CORPORATION  TAX;, ESTATE DUTY; 


by BARRY PINSON, LL.B. .- 
of Gray's Inn, Barrister-at-Law, 
Fellow of Institute of Taxation 


FIFTH EDITION 


. The book is now in four parts. Part 7 deals with. taxes оп, 


income and on capital and is itself in four divisions, dealing 


' respectively with A. the taxation of the income of non- 
: corporate bodies; B..the taxation of companies; C. the in 
taxation of capital gains; and D. administration, assess- . 

ment and back duty. Part 2 is on estate duty. Part 3 States ' 
the principles of stamp duties and Part 4, entitled. Tax and - 


Estate Planning, deals briefly with the kinds of problems 
which commonly arise in practice in connection with, for 
example, gifts, settlements arrangements on divorce and 


separation, wills, pension schemes and golden handshakes. ' 


1971 129 Bound: £5.75 net. Postage 325p © 


Paperback: £3.30 net. Postage 20p 


Sweet & Maxwell . 
` - Mail orders to: North Way, Andover, Hants. 3 


Personal purchdses: 23 Chancery Lane, 
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£50,000 or more 


to invest. 


We сап help you. 


Viith that kind of money you deserve a truly 
professional service. 

At Long, Till & Colvin, we have access to all 
the рпгара money markets : local authority short 
term ard mortgage deposits, sterling certificates of 
deposit. hire purchase and industrial deposits, 
Interòank and discount dealings. 

If you've £50,000 or more to invest, let us ' 
find the best home for your money ata rate of ` 
interest it would be difficult to beat. If the thought 
of making your money make more money ; sounds 
good, get in touch with us. ce 


Long Till & 
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they British. BET’s close connections with road passenger 
transport at home were severed when the interests were sold 
in 1968 to the state-owned Transport Holdings company for 
£36 million. Now, with that sum reinvested, BET not only 
derives an increased income from a larger number of sources 
but new businesses. are in growth areas. | 

To the overseas transport interests and the former non- 
transport activities, such as television, laundries and engineer- 
ing, have been added interests in printing and publishing, plant 
hire, civil engineering, and waste disposal. Attributable profits 
at [9:03 million in the year to last March, against the previous 
year's [8:18 million, are expected to cross the {10 million mark 
for the current year. | 

The 1971 accounts follow Institute recommendations on 
profits of associated companies. Formerly BET only included 
dividends received. Associated companies’ profits are shown to 

. the extert of £1,730,000, against an adjusted £1,699,000 for 
the previous year. 

As wel as being a direct owner of companies, BET also 
holds substantial investments and these are now shown in the 
balance sheets at cost instead of, as in the past, at par or cost 

‘less net surplus on realizations. The accumulated net surplus 
of £13:2 million arising from realizations as at March 31st, 
1970, has been transferred to capital reserve, against which 
subsequent surpluses or deficiencies on realizations will be 
added or deducted. 


Half-year reports 


HIS is a high season for half-year reports from major 

industrial companies and in the past few weeks there have 
been some good examples of what the more enlightened and 
progressive companies can achieve in that direction. British 
Insulatec Callender’s Cables half-year report is always a 
complete document down to earnings per share and even earn- 
ings per £1 of net assets employed. British Ropes is another 
company issuing an extremely full half-year report – in fact a 
report and accounts in miniature, with attendant comment 
from Mr Harry Smith, the chairman. 

Cadbury-Schweppes, at long last beginning to feel some of 
the merger benefits, is another good half-year reporter and so 
is the Dexion company, even though the news that the board 
had to report was disturbing. British Oxygen goes further than 
most by reporting complete quarterly figures starting with 
turnover and deducting operating costs, and tracing quarterly 
results right the way through to net attributable earnings. 

If, of course, there were more frequent and more timely 
reporting to shareholders, more company boards would escape 
the pitfails of forecasting. The earlier the figures are produced 
and the more frequently they are reported, the less liable are 
directors, shareholders and the stock-market to be taken by 
surprise. Succinct quarterly reporting within a month after 
the end of the quarter would render forecasting obsolescent if 
not obso:ete. 


Cussons 


T annual meeting of Cussons Group was intentionally 
arranged for October 11th this year — three weeks later than 
last year — so that Mr Michael Bucks, the chairman, would be 
able to give an indication of the company's half-year trading. 
The board’s forecasting has not been too good of late and Mr 
Bucks, in his statement with the accounts, admitted that the 
board 'is aware that recent profit forecasts, made after most 
careful consideration of the company's trading prospects, have 
in the event regrettably proved incorrect’. 

Last January, when profits for the half-year to the end of the 
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previous September were reported £47,000 to the good at 
£230,000, there was a confident forecast of an improvement in 
full-year profits beyond the 1969—7o level of £629,621 pre-tax. 
In the event, profits were down to £504,201. Turnover fell in 


‘January and February partly because of the postal strike, but 


also because of trade reduction in stocks and a trade reluctance: 
to join in normal promotional activities ahead of decimalization. 
There was a considerable recovery of sales in March ‘but at 
the expense of high promotional activity'. 

Cussons suffers, so far as forecasting is concerned, from the 
cyclical nature of sales of two of the major product groups. 
A substantial part of profits depends on sales of Christmas gift - 
lines largely sold to the trade in September and October and on 
sales of household products which have a sales peak in March 
and April. 


Throgmorton Secured 


NVESTMENT trust accounts are full of historic information, 

but it is rare that the accompanying chairman's statement does 
more than comment on the outline of investment trends. T'he 
average investor trying to pick up investment hints from an 
investment trust chairman's annual statement will invariably 
try in vain. It is interesting, therefore, to find Mr Edward du 
Cann, M.P., chairman of Throgmorton Secured Growth Trust, 
stating not only what the trust has been doing but what it plans 
to do. 

In the year to the end of July there was switching from 
brewery, discount house and composite insurance shares into 
household goods, motor builders and light industrials, since 
these are seen as the first wave of consumption industries likely 
to benefit from recent Governmént measures. The trust's next 
step, Mr du Cann says, will be into medium and heavy indus- 
trials, although it is considered that such a move would be, 
premature at the moment. 

A feature of the trust's 1970~71 performance was a rise in the 
net asset value of the trust's capital loan stock. 'The value was 
153p per £1 unit on July 31st, compared with 107p a year 
earlier. By the end of September, when the chairman’s state- 
ment was written, the value had risen further to 178p. 


Armstrong Equipment 


ALES per employee is not a statistic usually seen in com-: 

pany reports but it appears in the six-year record in the 
accounts of Armstrong Equipment, the company known 
particularly for shock absorbers but now making a wide range of 
motor and transport equipment, and engineering products as 
well. Sales per employee is in fact a key statistic used as a 
measurement within the management of the group. 

The six-year record shows the impressive growth which has 
been achieved during the reign of chief executive and group 
managing director, Mr J. Harry Hooper. Sales per employee ` 
have risen from £2,410 to £4,129 over the six-year period, 
during which time the average earnings of UK employees have 
increased from £731 to £1,215 a year. 

Over the same period the return on capital employed has risen 
from a niggardly 4-75 per cent to an impressive 20:05 per cent, 
and return on sales from 1-15 to 7-48 per cent. Earnings per 
share have improved from only 0-68p to 6-o4p, while turnover 
has come up from /10,565,000 to £16,760,000, and pre-tax 
profits from £122,000 to £1,253,000. 

'The chairman, Mr Irvin Haylock, comments in his review 
with the accounts that improved demand during this year, 
together with continued attention to product engineering and 
manufacturing efficiency, should see the rate of progress" 
continued. 
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City Notes 


T is rare for the City and the stock-market to fail to find some 

solace in the speeches at the Tory Party Conference, just as 
they rarely fail to find alarm if not despondency from the annual 
Labour Party rite. To suggest that the stock-market should 
ignore both is to suggest that the buzzing, pesky fly should be 
ignored. 

If there is a Labour Government as a result of the next 
General Election it is unlikely to have a mandate to nationalize 
the banks and insurance companies. If there is a Tory Govern- 


ment again, it is no more likely than the present Government: 


to be able to take a professed 'lame ducks' policy to its logical 
extreme. 

But two weeks of political speech-making rarely prove two 
weeks of any vast import for the stock-market or for the City as 
a whole. There are more important matters afoot. 

One of them is the debate on whether the July measures, 
having created an upsurge in demand in August, will prove to 
have sustained the upsurge in September. Another is whether 
the upsurge in consumer demand will be strong and persistent 
enough to induce capital goods demand this coming winter, or 
whether capital goods demand will develop at the earliest next 
spring. 

Next spring seems to be the expectation in industry, according 
to the latest CBI survey, and optimists in the stock-market will 
have to hang on through an economically hard winter during 
which the figure of unemployed may well rise beyond the 
million mark. 

* * * ж 


` dus reduction in building society interest rates has aroused 
considerable comment and discussion on the subject of the 
. changing ~or even changed ~ character of building society 
investment money. Money going into building societies used 
to be regarded, rightly or wrongly, as safety first-type money, 
and it was argued that building societies attracted funds under 
some confidence trick or other that could never be adequately 
explained. But since the societies began attracting money 
hand-over-fist during a period of peak inflation, there has just 
had to be a different view. 


'The changed view is that more and more people are using 
building societies as banks. Those who don't work on Saturdays 
but insist that everyone else should, point to building society 
Saturday opening as the answer to the entire cash inflow. It 
would probably be more accurate to suggest that the attractive- , 
ness of the building society package has belatedly become 
realized — the package being a mixture of complete safety, ease 
of withdrawal, simplicity of method, fair interest rate, and extent 
of service. The banks now have their freedom. They could learn 
from the building societies how best to use it. 

а * * * 


TERLING at 2:4930 against the US dollar or half-way 

towards the extent of the revaluation mooted by the 
International Monetary Fund, was the signal for the tightening 
of controls on the new investment of foreign funds. Virtually 
any short-term use of funds is ruled out now, and the curbs 
should be strong enough to stem the inflow of warm money 
into London. Sterling, however, remains wanted and such is 
the commercial demand for the £ that each successive, attempted 
curb only seems to endorse the-view that sterling's revaluation 
still has some way to go and that, therefore, sterling should be 
bought. The main sufferer is the gilt-edged. market which, but 


.for the curbs, would in all probability be considerably firmer 


than it is. 
* * * * 


ROUBLES of the Birmingham Small Arms group have 

been long foretold and will certainly bé long in passing. It 
needs to be recorded that there is not much love lost between 
dealers in BSA shares and BSA’s board, whose forecasts. of 
profits have not been particularly accurate. They have, in fact, 
been the reverse. BSA’s problems have developed, in the main, 
on the motor-cycle side where the accent of.effort has been 
placed on sales rather than profits, but as Cooper Brothers’ 
report showed, there were management shortcomings through- 
out the group. Appointment of a new chief executive and the 
closure of one of the motor-cycle plants are signs that BSA is 
being put right, but the process is likely to take a considerable 
time. | 


RATES AND PRICES 


Closing prices, Tuesday, October 12th, 1971 


Tax Reserve Certificates: (29.9.71) Companies 34%; 
.2% surrendered for cash; Personal 4% 


Bank Rate 
Nov. 18, 1967 .. S0 0895 Mar.5,1970  .. e 75 
Mar. 21, 1968 75976 April 15, 1970 .. e 796 
Sept. 19, 1968 .. eo 7% April 1, 1971 .. 6% 
Feb. 27, 1969 896 Sept. 2, 1971 етә s 5% 
Finance -House Base Rate — October 1st, 1971. 6% 
. Treasury Bills 
Aug. 6 . £56301% Sept. то .. £48633% 
Aug. 13 .. £57252% Sept. 17 .. £48049% 
Aug. 20 .. £58288% Sept. 24 e £47531% 
Aug. 27 .. £58052% Oct. 1 RA .. £47235% 
Sept. 3 .. £49165% Oct. 8 - .. £46763% 
Money Rates 
Day to day .. 34-42% Bank Bills ` 
7 days T 41-4176 2 months 48-48% 
Fine Trade Bills 3 months 438-415 95 
© 3*months 5-53% 4 months 48-68% 
4 months .. 554% 6 months  ^.. 43-54% 
~ 6 months .. 51-5195 


Foreign Exchanges 
New York 24902 Frankfurt 8-2762 
Montreal 2:5038 Milan 1524-25 
Amsterdam .. 8:3706 Oslo 17:0387 
Brussels 5 116:37 Paris vis 1377817 
Copenhagen .. 18:0800 Zürich EN 9'8850 
Gilt-edged 

Consols 4% 47+ Funding 64% 85-87 87$ 
Consols 24% 29i Savings 3% 65—75 92 
Conversion 34% .. .. 414 Treasury 9% 1994 ..103ixd 
Conversion 54% 1974 .. 98% Treasury 64% 1976 то1% 
Conversion 6% 1972 100} Treasury 34% 77-80 84 
Funding 3:% 99-04 52 Treasury 34% 79-81 .. 81$ 
Funding 4% 60-90 97i Treasury 5% 86-89 · 74 
Funding 54% 78-80 . 93i Treasury 54% 08-12. 68i 
Funding 54% 82-84 89$ "Treasury 24% 298 
Funding 52% 87-91  .. 78% Victory 4% "m . 97} 
Funding 6% 1993 78}. War Loan 34% .. 423 
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EQUIPMENT NOTES AND NEWS 


Programmable 
Desk-top Calculator 


= пика electronic programmable desk-top calculator Model 10, 
recently introduced by Hewlett-Packard, has small inter- 
changeable keyboard function blocks, each about the size of 
a cigarette packet, which change the computing function of 15 
keys, so tailoring the machine to solve specific problems in a 
variety of areas, including those in which accountants, statisti- 
cians, businessmen, engineers and scientists are engaged. For 
example, if the user works with statistics, he merely plugs 
in the ‘Statistics’ block, and the program for working such 
matters as multilinear and parabolic regressions and random 
number generations are immediately available. 

At a cost of £1,550, the Model ro is 5} in. high, weighing 
only 34 lb., and is thus claimed to be smaller, lighter, faster and 
having six times the memory capacity of comparably priced 
calculators. There are optional modifications and adaptations 
available Which can expand its memory size, make its keyboard 
functions suitable to any specific requirements, extend its 
input/output capability and provide solutions in words, num- 
bers, drawings or a combination of all three. 

One of the most interesting features, claimed to be exclusive 
to this calculator, is the machine’s ability to provide full 
alphanumeric print-outs on a column printer. With an ‘Alpha’ 
function block, the calculator printer can produce 26 alphabetic 
characters, plus commonly used punctuation symbols normally 
found on a typewriter. Computed answers can, therefore, be 
identified with their full name rather than code numbers or 
abbreviated symbols — and the print-out can be used directly as a 
report of the results. 

Hewlett-Packard Ltd, 224 Bath Road, Slough, Bucks. 


Pocket-sized Calculator 


MENTION has previously been made in this column (June 24th) 
of the ELSI-8, the smallest electronic calculator in the world. 
Now, the Bosco company has introduced a slightly larger 
machine, the EL-8M, which, despite possessing a memory is 
still a pocket-sized calculator. 

ELSI -or ‘extra-large-scale-integration’ miniaturization — 
enabled man to reach the moon, and is the Japanese manu- 
facturers’ answer to the space challenge in calculation efficiency. 
This revolutionary breakthrough ensures that the work of 
thousands of vital parts is done with great speed and dependa- 
bility. The memory register of the EL-8M enables split- 
second constant multiplication and division calculations to be 
made up to 16 digits on an eight-digit display panel. 

No training for its use is required; it operates on rechargeable 
batteries, or ordinary household AC voltage, with appropriate 
signals when recharging is necessary. The price is £208. 

Bosco Ltd, 8 White Hart Parade, Riverhead, Sevenoaks, Kent. 


Comprehensive Dictating Equipment 


WITH the introduction of the ‘Continental’ tape-cassette dicta- 
tion machine, and its transcription counterpart, the ‘Secretary’, 
Assmann Dictating Systems provide a fully comprehensive and 
compatible range of dictation equipment. 

Functionally simple, the Memocord ‘Continental’ uses a 
2X35 minute twin-track cassette embodying an indexing 
pointer, with a slide-switch on the microphone controlling 
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stop/start, rewind and playback. At the front of the machine 
are tone and volume controls and loudspeaker switch, together 
with fast forward key, fast rewind and stop/start key for con- 
ference/telephone recording. By way of contrast the Memocord 
‘Secretary’ is a much smaller machine with a high quality 
performance. 

In the Assmann range are pocket recorders at one end of the 
scale, and desk-type machines at the other. The latter include 
transcribing machines for typing centres; for the 640 transcriber 
there is a tape unit into which the ‘Continental’ 235 tape- 
cassette can be placed. In fact a typist can with one machine 
handle all the different tapes and discs used by the Assmann 
dictation models. 

Prices of the basic models are from £49-£119, and a detailed 
price list of machines and accessories may be obtained from 
Assmann Dictating Systems Ltd, Tretol House, Edgware 
Road, London NW9. 


Portable Lectern for Seminar or Office 


A COMPACT and portable means of supporting manuscripts, 
books, typists’ copy, and even music and paintings, has been 
designed by The Coventry Movement Co. Called the ‘Foldaway 
Lectern' it is manufactured by them from a high quality rigid 
PVC plastic, in a choice of white, red, or black, with colour- 
anodized and plated fittings. On the standard unit, an automati- 
cally-locking, fold-out metal leg supports the 15 in. wide by 
тој in. deep lectern at a fixed angle which is suitable for most 
general applications. A quick-release plunger enables the leg to 








Two ot the uses of tne ‘Foldaway Lectern. 





. fold flat so that the overall depth is then only 14 in.; thus, а. 
number of lecterns will ‘nest’ one within another for convenient 

_ stacking where necessary. 

_ With the de-luxe version, a universal stand is supplied into 

_ which a support leg is clamped, so that various positions can be 

-adjusted to user's requirements. Basically the lectern costs 
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£253, and the stand £1-25, with an optional extra of a wallet at 
78p for carrying the lectern; special bulk-quantity prices are, 
however, available to institutional and commercial purchasers, 
All orders will be dealt with by the manufacturers, The 
Coventry Movement Co Ltd, Burnsall Road, Canley, Coventry 
CVs 6BU, Warwickshire. 








Letters 








Institute's Special Meeting 


< SIR, ~ Your summary of the discussion at the above meeting to 

consider the resolution for a то per cent increase in the subscrip- 

tion rates does not report my remarks correctly (October 7th 
issue). 

~ I did not support the idea of ending the different rates of 

Subscriptions. While I accept that some reduction in the number 
of categories may be justified, and the same literature and 
services should be available to all members, there are differences 

іп the services provided to and used by different categories of 

member, which justifies several rates of subscription. 

_ A copy of my remarks is enclosed and I should be grateful if 

_ you would publish a correction. 


D DU > Yours faithfully, 
2a Barnet, Herts. B. V. PIGGOTT, F.c.a., J.DIP M.A. 


= [The relevant paragraph of Mr Piggott’s remarks is as follows: 
“While there may. be justification for some reduction in the 
_ numbers: of different levels of subscriptions I would oppose a 
single rate with adjustments for specific services. This is a single 
Institute and I think that we should all have the same literature 
гапа we should all have the same services. In this I would except 
“specific cases, such as examinations and courses which should be 
-self-supporting.’] 


Witnessing of Documents 


‘Sir, =A client of mine, in receipt of army retirement pay, has 
asked me to attest his signature on a declaration which seems 
-designed to assure the Paymaster-General’s office that ће is still 
alive. The qualifications for so doing are extremely odd. 

In the first place, one may qualify by being ‘registered in the 
ОК as а Parliamentary elector’, Outside the UK ‘an attestor 
who is not a UK Parliamentary elector’ must be selected from: 
an officer. on the active or half-pay or pensions list of the armed 
forces; a retired Civil Servant; a member of the British diplo- 
matic service; an officer of a bank authorized to sign documents 
on its behalf; a physician or surgeon registered as such in the 

Jurisdiction of the domicile; a minister of religion; a master of 
a ship being a British subject; a graduate of a British or Eire 
university; a таріѕітаќе;: barrister, solicitor or advocate 


practising in the territory of the declaration; or a notary public 
or other persons empowered to administer oaths’. In the Chan- 
nel Islands and the Isle of Man, a local elector may also attest. 

As will be noted, there is no reference to accountants being 
empowered to attest such signatures, even though accountants 
in overseas or international practice are most likely to be dealing 
with tax returns and such pension claims. I suppose there is 
some justification for allowing a doctor to certify that a declarant 
is still alive, even if he cannot speak English, but a minister of 
religion could cover a very wide canvas and could include the 
local witch-doctor; or, in California and elsewhere, where there 
is a tax advantage in registering a ‘church’, it could embrace 
anyone. I could make out a very good case for the late Aleister 
Crowley being included as a minister of religion, and фе would 
have no doubt signed as “The Great Beast’. However, as he 
was also a graduate of a British university - not, horror of 
horrors, a foreign one — he could have got by. 

The accountancy bodies should remind the Paymaster- 
General that there are such beings as accountants: in the words 
of Serjeant Buzfuz, in Bardell v. Pickwick, erect upon two feet 
and bearing all semblance of men and not of monsters. 


Yours faithfully, 


D. G. MACDONALD ALLEN, 


Javea, Alicante, Spain. J.D., LL.B., AALA | 


[Within the United Kingdom, the official view appears to be 
that 'the responsible persons named on the documents are given 
as examples, for guidance only, and the signatures of witnesses of 
comparable status' - (presumably this includes accountants) — 
‘are accepted.’ (Hansard, April 14th, 1948, col. 971.) Where, as 
in our correspondent's experience, the authorized list is closely 
defined, the underlying difficulty may be that the title of 'account- 
ant’ is not privileged. ~ EDITOR. ] 


Lending on Overdraft . 


Sir, – I should like to correct and expand one comment given 
in the report in your September 3oth issue relating to my 
address to the South Eastern Society of Chartered Accountants’ 
conference at Canterbury. In very broad terms most clearing 
banks will consider lending on overdraft up to two-thirds of a 
company's current assets after taking into account to some extent 
the creditor position. There is, of course, no mathematical 
formula in use by the banks for computing overdraft limits 
Which depend on many factors, including the type of business, 
its profitability, management ability, the amount and quality of 
the available security, and by no means least, the liquidity of 
the banks at the time. i. ^ 
Over the last 15 years or so it is probably trüe to say that 
bankers have tended to become less concerned: with break up 
values of the assets and more concerned with füture growth and 
profitability. s 
Yours faithfully, 


London ЕС2. D. H. MILLARD. 
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Accountancy Training and the 
Contribution of the Polytechnics 


by ERNEST JONES, F.C.A., F.C.W.A., J.Dip.M.A. 


For five years, Mr Jones held the position of Head of the Department of Professional 
Studies at the City of London Polytechnic where his work was mainly concerned with the 
education of accountancy students; he is now a partner in Anderson Jones Tutors. 
Because of the uniqueness of its position, the City of London Polytechnic has the largest 
accountancy department of any polytechnic in the country, and a high proportion of 

new experiments such as the nine-month course, graduate conversion courses and 
tutorials were first carried out there. In this article Mr Jones examines the contribution the 
public sector can offer the profession and suggests developments which should take place. 


IRST let us consider the three areas 

of education within the public sector 
which may be considered relevant to the 
profession. These are: (a) the universi- 
ties; (b) the polytechnics, or to be more 
precise, those former technical colleges 
which run degrees under the auspices of 
the Council for National Academic 
Awards (CNAA) in business studies, and 
(c) those other technical colleges with a 
traditional bias towards professional ac- 
countancy education. 

Examining each of these areas in more 
detail, the universities stand head and 
shoulders above all other elements within 
the public sector as far as recognition 
from the professional accountancy bodies 
is concerned. They are well represented 
on committees concerned with education 
and are asked to contribute on all educa- 
tional matters, and their advice. and 
opinion is held in very high regard. 
However, their practical contribution 
towards professional education for articled 
clerks can be summed up as nil. 

This is no criticism of the universities. 
It is merely a statement of fact, but it has 
led to some unco-ordinated approaches 
within the public sector and has some- 
times given rise to the feeling that 
educational advice is based far more on 
theory than on any real experience. 

As far as the polytechnics and other 
technical colleges are concerned, these 
can be divided between those with per- 
mission to run CNAA degree courses in 
business studies, and the remainder. The 
distinction is important, simply because 
it is only within the former group that 
nine-month courses have been developed, 
and it is also believed that the accent on 
degree and higher level work which these 
colleges will provide will also attract the 
necessary staff for advanced work. 





It is this category of colleges within 
the public sector which has been con- 
cerned with professional accountancy 
education, and so long as this education 
continues to necessitate part-time courses 
in the form of evening, day-release or 
block release, I believe this will continue. 


The future pattern 


I suggest that as the need for a graduate 
profession becomes more and more 
accepted, which I believe is inevitable, 
there will be a greater need to produce 
degrees with a bias towards accountancy 
subjects. This will mean, and has already 
meant, that universities and colleges have 
and will develop degree courses of this 
nature. However, this will still leave a 
need for professional education prior to 
the professional examinations. This might 
be termed ‘the application of the academic 
basis’. It might also be termed - by 
some — ‘post graduate’, but whatever it is 
called, it will be needed. 

At present, the professional account- 
ancy bodies try to combine both academic 
and professional education into one 


examination. This has the dual dis- 
advantage of insufficient depth in both 
the academic and the practical aspects of 
accountancy education. Efforts have been 
made over the last few years to alter and 
improve the situation by the nine-month 
course and a revision of the examination 
syllabus, but the unfortunate mixture 
remains to a large extent. 

It would seem to be clear, however, 
that each move that is made is leading the 
way to a graduate profession and to a 
clear distinction between academic and 
non-academic areas of study. To meet 
this situation I believe that there will 
eventually be a prerequisite to obtain a 
degree in accountancy or business studies, 
which will be followed by a limited period 
of professional training during which 
time one or more professional examina- 
tions will be taken. 

When this educational millennium 
arrives, the profession will recognize 
degrees as is done now and concentrate 
upon its main educational task, which is 
to test practical training and the applica- 
tion of the academic knowledge obtained 
within a degree course to the practical 
business world. 


Muted enthusiasm 


The public sector in terms of the poly- 
technics and universities will, of course, 
welcome this development in account- 
ancy education. They speak warmly of 
each move that carries the profession 
towards graduate entry, but their en- 
thusiasm for the professional aspect of 
education is somewhat muted. This, 
I believe, has two reasons and each must 
be understood if the profession is to 
obtain a clear view as to how its eduea- e 
tional policy will develop. 

The difficulties facing the polytechnics 
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ада other colleges who are traditionally 
. concerned with the strictly professional 
. aspect of accountancy education, can be 
stated as follows: 


C Staff: The type of courses required to 
meet the examination requirements of the 
_ professional accountancy bodies are such 
| as to place a larger burden upon the 
. teachers than is experienced in degree or 
~ equivalent courses. This burden in the 
· form of frequent testing and marking, 
s lecturing and tutorial hours is not 
5orecognized within the teachers’ terms of 
| employment, and no incentive is provided 
“to compensate in any way for this addi- 
tional work. 


General prestige: 'The second barrier 
V between the public sector and this type 
= vof education is the general prestige which 
«attaches to courses, and from which the 
мете of departments and the level of 
вай is calculated. In this respect the 
< professional accountancy courses leading 
tto the examinations have less prestige 
_ than is attracted by degree work. 








Teacher incentives 
"These two factors work very much against 
‘the growth of professional accountancy 
‘< education within the public sector, and 
however the difficulties may be tackled, 
it is hard to see how the staff problem will 
| be overcome. A very different type of 
teacher is required to tutor a group of 
| professional accountancy examinees from 
опе concerned with degree students. The 
former group requires a greater pressure 
"of work and the teacher discipline is more 
; onerous. For these reasons, I suggest that 
о staff, in many cases, will try to avoid this 
work if degree teaching is available, unless 
-considerable incentives are offered to 
"them. I would also suggest that these must 
Фе financial and so far efforts to obtain 
-these have failed. An alternative incentive 
to finance is time-table relaxation, and 
this I have tried on several occasions, but 
each time I found it had only a temporary 

effect on staff. 

I believe, therefore, that the higher 
- educational establishments within the 
_ public sector, now that they are able to 
_ offer degree courses, will all follow the 
“university pattern and cease to be actively 
interested in professional accountancy 
education. This isa development of which 
: the professional accountancy bodies should 
Бе fully aware. They should look most 
(carefully into ensuring that what is done 
ап place of the strictly professional work 
in polytechnics and similar colleges, such 
“as business studies and accountancy 
| darai is in line with the needs of the 

“accountancy profession. 
he profession should use the public 
sector to the maximum in producing 
more and more academically. relevant 
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degrees and conversion courses for those 
with degrees in other disciplines. This is 
the area which attracts the public sector 
and should be harnessed by the profes- 
sion for its own advantage. 


Reality — not delusion 


Following this recognition of the contri- 
bution to accountancy education by the 
public sector, the strict professional train- 
ing and education should be reviewed in 
the light of reality and not delusion. It 
should be recognized that unless the 
examinations and study leave for students 
are totally reorganized — and this means 
far more than even three months' leave 
before examinations — and unless staff 
conditions and course prestige can be so 
set as to encourage participation by the 
public sector — such courses will not be 
welcomed. 

In fact, it is doubtful whether many of 
the higher educational establishments, 
i.e., the polytechnics — will consider such 
work in future years and it will become the 
preserve of the non-polytechnics dealing 
with lower level work. This is hardly the 
setting for the education of a major pro- 
fession. I would suggest, therefore, that 
if the higher levels of education within 
the public sector will not take up this 
work this fact should be recognized and 
alternative steps taken. 

It is my belief that eventually the 
strictly professional education for ac- 
countancy students will be tutored by the 
private sector which may or may not be 
under the control of the professional 
bodies. This is inevitable and in many 
ways desirable. It is only through this 
method of tuition that education can be 
tailored to suit practical training require- 
ments and it is only by this method of 
tuition that real staff incentives and course 
prestige can be provided without ап 
educational revolution. 

I also believe there is much scope to 
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reduce the number of professional exami- 
nations once the academic subjects have 
been taught and examined within the 
context of a degree or similar course. 
Once this has been established, the pro- 
fession could examine without such rigid 
subject delineations as at present and 
without the strict graduation by stages 
towards a final examination. 

This would reduce the number of pro- 
fessional hurdles before taking the final 
examinations, but so long as these are set 
intelligently this will not make their 
passing easier. 


Need for an education policy 


The public sector of education has a very 
real contribution to make towards the 
complete education of the accountant. 
However, in the case of the public sector, 
colleges are geared and organized to run 
degree courses in particular disciplines. 
'This they should do and the professional 
accountancy bodies should encourage 
them to produce more and more relevant 
degree and conversion courses to estab- 
lish the right academic basis for all 
accountancy students. 

However, courses designed for the pro- 
fessional examinations do not easily fit 
into a degree-orientated establishment. 
This might be recognized if educational 
policy is to be correctly implemented. 
From the point of view of staff co- 
operation and course prestige there are 
considerable problems which will require 
very real attention if the position is to 
alter. 

I am a pessimist in this respect. I 
believe the profession should recognize 
that its education will have to take the 
form of a test of the application of 
academic studies within the training . 
situation. This requires the use of the 
private sector, diferent from now, but 
then perhaps that is something we should 
discuss another time! 


NINE-MONTH COURSE INVESTIGATION 


Bill Dorman, Chairman of the ACASS 
Education Board, has decided that the 
Board needs more information on some 
aspects of nine-month courses. The 
Board is therefore to conduct a research 
programme into these courses. The main 
points for inquiry are to be: 


(1) The Institute's objectives for such 
courses. 

(2) Whether courses are meeting these 
objectives. 

(3) How these objectives could better 
be met. 


(4) Whether the Institute's objectives 
are pertinent to the education of a 
chartered accountant. 


Alistair Greeves, a member of the 
Education Board, is to have responsibility 
for the project. It is anticipated that he 
will be supervising the investigation of 
individualcoursesthroughout the country. 
The Board suspects that not all courses 
are adequate and Alistair Greeves would 
be glad to hear from anyone who feels 
they can aid the project. His address is 
ACASS, 43 London Wall London 
EC2M sTB. 
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UNITED STATES EXCHANGE 
VISIT 


KzrviN LENNON, Chairman of the London 
CASS, and Peter Е. Child, 5.A.(ECON.), a 
member of the Society, have been selected 
to visit the University cf Hartford, 
Connecticut, under the exchange pro- 
gramme between London and Hartford 
which was announced in 'Roundabout' 
on July 8th. 

During their two-week visit which 
starts next Monday, they will study 


Kevin Lennon Peter Child 
American training from three aspects: the 
type of student on Hartford's campus and 
his background; what he does during his 
four-year university course; and what 
opportunities he has on qualification. 

Another important part of their visit 
will be to outline methods of training in 
the UK, and to assist in this they will 
show two of the Institute's training films 
as well as some 40 viewgraph slides 
depicting the organization and structure 
of London CASS and ACASS. Before 
leaving, they will finalize arrangements 
for the visit to London next spring of two 
Hartford students. 

Kevin Lennon, who became Chairman 
of the London CASS in July, has been an 
active member of the Society for a 
number of years, and was elected to the 
main committee in 1970. 

Peter F. Child, who is 22 years of age, 
was articled in October 1969 to Mr Peter 
Godfrey, F.C.A., a partner in Whinney, 
Murray & Co. Educated at Marlborough 
College, he subsequently studied eco- 
nomics and accountancy at Newcastle 
University. During the long vacations he 
travelled extensively, and to gain financial 
experience he worked for three months on 
the Toronto Stock Exchange. 


HUDDERSFIELD WIN 
WALKER CUP 


THERE can be no doubt that the winning 
of the Walker Cup for soccer by Hudders- 
field CASS at the recent Nottingham 
Sports Fiesta was due to the Society's 
players working as a team and always 
looking for open spaces, which they 
found in abundance. 

As the afternoon progressed, confidence 
in their ability grew and this proved to be 
the formula for success. Of the 14 goals 
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scored by the Society, 10 were scored by 
Pat Cullen, who combines his studies 
with playing for Irish Club Drogheda, 
and the other four by Philip Sykes. The 
players who represented the Society 
throughout the tournament were Smith, 
Hill, Taylor, Johnson, Cullen, and Sykes. 


Results 

Round : Huddersfield з Southampton 2 
Round 2 Huddersfield 2 Sheffield B I 
Round 3 Huddersfield 4 York o 


Semi-Final Huddersfield 1 Manchester A o 
(after extra time) 
Huddersfield 4 Sheffield A о 


Final 
INTENSIVE COURSE FOR 
CUMBERLAND MEMBERS 


IN conjunction with the Cumberland 
CASS, the Workington Division of the 
West Cumberland College of Science 
and Technology is holding an intensive 
two-week revision course by means of 
lectures and correspondence courses for 
the Institute's Final Part I examination. 
Commencing on October 25th, the fee 
for the course is Хто and is payable on 
enrolment. 

Members of the Society wishing to 
attend the course, but who have not yet 
applied for a place, should contact im- 
mediately the course administrator, Mr 
D. O. Harrison at the College, Park Lane, 
Workington. 
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Tackling Abysmal Attendances 


SIR, – Accountancy students these days 
are a pretty apathetic lot and we in South- 
west Essex have suffered particularly 
from this characteristic, as out of a 
membership of some 600, we could 
only manage to find 1o people to attend 
our lectures — no doubt the rest were too 
busy doing their Foulks Lynch! 

As a consequence, we have decided 
that the Group will not hold meetings 
during the coming session. However, it 
has been arranged that any students who 
are interested may attend the meetings 
of the South-west Essex Group of Char- 
tered Accountants free of charge. 

The meetings will be of use to students 
as not only are the subjects of practical 
benefit, but they will also give the oppor- 
tunity to meet the qualified brethren. 

If any students are interested, perhaps 
they could write to me for details of the 
meetings. 


Yours faithfully, 
DAVID J. ROSENBERG, a.c.a., 
Chairman, 


SOUTH-WEST EssEX CHARTERED 
ACCOUNTANT STUDENTS’ GROUP. 
London Е7. 





JOINT PROGRAMME FOR READING STUDENTS 


This year the Reading Branch of the 
London Chartered Accountant Students’ 
Society is organizing its lectures in 
conjunction with the Certified Account- 
ants Students’ Society. Lectures will be 
held regularly on a fixed date in each 
month and in order to encourage greater 
participation from members in the out- 
lying areas, it has been decided to in- 
corporate Slough as an additional venue 
for these meetings. 

On the first Monday of each month, 
lectures will be held at Room 605, 
Palmer Building, Reading University, 
whilst on the third Thursday of each 
month, the venue will be Slough Con- 
servative Club, Chalsey Road East, 
Slough (until Christmas), and the Slough 
Technical College Lecture Theatre (in 
the New Year). 

All lectures are timed to start at 7 p.m. 
and the remaining lectures for the 
autumn session are as follows: 

Thursday, October 21st (Slough): “The 
analysis and interpretation of company 
accounts’, by Mr F. H. Jones, F.c.c.a., 
F.C.LS. 

Monday, November rst (Reading): ‘Cost 
accounts’, by Mr P. Hazzard, a.c.w.a. 
Thursday, November 18th (Slough): ‘Estate 

duty', by Mr E. A. R. Shaw. 


Monday, December 6th (Reading): ‘Audit- 
ing of computers', by Mr J. E. Rule, 
Е.С.А. 


Thursday, December 16th: No meeting. 


Students will take a more active part 
in the lectures than has been the case in 
the past, and will work examples distri- 
buted by the lecturer. 

Two major educational items have 
been arranged for 1972 in addition to the 
regular series of lectures. On January 
3rd, 4th and sth, a three-day course will 
be held at the Lecture Theatre, Palmer 
Building, Reading University, on ‘Estate 
duty and executorship; company law and 
fundamental accounts, including com- 
pany accounts’. The lecturer will be Mr 
John V. R. Anderson, M.A., A.C.A., of 
Caer Rhun Hall. 

On March 2nd and 3rd a two-day 
course will be held at the Reading College 
of Technology covering all aspects of 
taxation. The lecturers will be Miss 
Е. V. Slade, F.c.a., and Mr P. Swinnerton, 
A.C.A., of Foulks Lynch Classes. 

Inquiries concerning these two courses 
should be made to either Andrew 
Franklin, at Cranford, Hartley Wintney, 
Hants, or Christopher Morton, at 52 * 
Cockney Hill, Tilehurst, Reading. 
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Notes 
and 
Notices 






PROFESSIONAL NOTICES 


COOPER BROTHERS & Co and Coopers 
& LYBRAND announce that they have 
entered into partnership with the firm of 
De CHazar ро MEE & Co, of Port Louis, 
Mauritius. The resident partners in the 
firm will be Messrs Louis JACQUES ROGER 
DE CHAZAL, F.C.A„ PAuL RENE DE 
CHASTEIGNER DU MEE, C.A.(S.A.), F.C.A., 
Louis GAETAN DE CHAZAL, C.A., and 
JOSEPH GAETAN BOUIC, F.C.A. 


Jo.uirres, Chartered Accountants, of 
Audley House, 9 Margaret Street, Lon- 
don Witz, announce that as from Septem- 
ber 30th, 1971, Mr B. T. MILLER, 
F.C.A., is no longer a partner or consultant 
of their practice, AVEYARD MILLER & Co, 
B. MirrER & Co or any of their associated 
practices. 

Peat, Marwick, MITCHELL & Co 
announce that Mr J. A. HALL, A.C.A., has 
been admitted as a partner in their 


Birmingham office with effect from 
October rst, 1971. 
APPOINTMENTS 


Mr Arthur R. Cooper, Е.С.А., chief 
accountant of The Clayton Aniline Co, 
has been appointed a member of the 
company’s management committee. 





Mr G. Leadbeater 


Mr A. R. Cooper 


Mr Graham Leadbeater, B.A., A.C.A., 
hag been appointed assistant accountant 
in the Wellcome Foundation’s group 
finance division. 
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Mr W. R. C. Halpin, F.c.a., has 
become a director of Francis Industries. 

Mr M. J. Davies, Е.С.А., has been 
appointed financial director of Triplex 
Safety Glass Co and treasurer of Triplex 
Holdings. He will continue as chief 
accountant of the Pilkington Safety Glass 
Division. Mr Davies succeeds Mr E. S. 
Stowe, Е.С.А., who retired as financial 
director of Triplex Safety Glass and 
treasurer of Triplex Holdings on Sep- 
tember 3oth. 





Mr M. J. Davies Mr A. B. Hargreaves 

Mr A. B. Hargreaves, F.C.A., chief ac- 
countant of Rockware Glass, has joined 
the Glass Executive as financial controller. 

Mr F. Clive de Paula, C.B.E, T.D., 
F.C.A., F.C.W.A, J.DIP.M.A., has been 
appointed managing director of the 
Agricultural Mortgage Corporation. He 
has been advising the board as a con- 
sultant since January. 


NEW BRANCH FOR I.C.W.A. 


The inaugural dinner of the South West 
Herts Branch of The Institute of Cost and 
Works Accountants was held recently 
at the Crown Hotel, Garston, Herts, with 
the President of the Branch, Mr R. A. 
Holland, A.C.W.A., А.С.1.5., in the chair. 

Responding to the toast of the Institute 
which had been proposed by Mr J. J. G. 
Michie, O.B.E., managing director, John 
Laing Construction Ltd, Dr James M. 5. 
Risk, B.COM., C.A., F.C.W.A., J.DIP.M.A., 
F.C.LS.,, President of the Institute, said 
that it gave him considerable satisfaction 
to be speaking at the inaugural dinner. 
The current programme of the new 
branch, he said, included meetings on 
industrial training, budgeting and plan- 
ning, and business management experi- 
ences at Harvard Business School. 

Much benefit, said Dr Risk, would 
ensue from these and other subjects in 
its programme. ‘I would like to con- 
gratulate the Branch', he added, *on such 
an excellent start to its existence’. 


LONDON CHARTERED 
ACCOUNTANTS' MEETING 


In recent years there has been a very 
substantial increase in both the number 
and amounts of claims made against 
accountants on the grounds of negligence, 
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and the accountant in these circum- 
stances has had to face enormous in- 
creases in premiums 

To meet the needs of its members, The 
Institute of Chartered Accountants in 
England and Wales has introduced a 
scheme which is designed to ease mem- 
bers' problems in this area, and Mr W. H. 
Batchelor- ACI коте. of C. T. 
Bowring & Muir Beddall, will be ex- 
plaining the scheme and how it works 
in practice at an evening meeting of the 
London and District Society of Chartered 
Accountants to be held on "Tuesday, 
October 19th, at 5.45 p.m. Tickets at 
1:50, to include light refreshments, can 
be obtained from the Secretary of the 
Society at 56 Goswell Road, London 
ECI, 


BUSINESS STUDIES GROUP 


The Business Studies Group, which is a 
discussion group formed under the 
auspices of the London and District 
Society of Chartered Accountants, held 
its first meeting on Septembers3oth. The 
object of the group is to examine by 
the case study method, problems of the 
smaller business, and meetings take the 
form of a dinner followed by discussion. 

At the opening meeting the group 
was particularly fortunate in having as its 
leader Mr Douglas Garbutt, A.c.w.a., of 
the Cranfield Institute of Technology. 
Members discussed for some two hours 
the various implications of marketing a 
new electrical switch and an extremely 
instructive and enjoyable evening was 
passed by everybody present. 

Those interested in joining the group 
are asked to contact the secretary, Mr 
К. L. Exham, A.C.A., Business Studies 
Group, 6 Ovington Mews, London SW3. 


LONDON ACCOUNTANTS’ 
FOOTBALL LEAGUE 


Results of matches played by teams in the 
London Accountants’ Football League 
on October roth were as follows: 


DIVISION ONE 


Heretics 1 Hazy Ideas 4 
(Hereward Scott) (Arthur Young) 
Alpha o 'lristars I 
(Arthur Andersen) (Touche Ross) 
Crest 5 B.S. Casuals I 
(Deloittes) (Baker Sutton) 
Division Two 
Jesters 2 Efjaybee I 
(Josolyne, (Fuller Fenks 
Layton-Bennett) Beecroft) 
Cohorts 'Tor Beta 4 
(Crane Houghton) (Thornton Baker) 
S. Gees Alpha Res. I 
(Sproull Goddard) (Arthur Andersen) 
Apocope Pridie 4 
(Robson Rhodes) (Pridie Brewster) 
Liquidators 1 Crest Res. 4 
(Trent Raymond) (Deloittes) 
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WHAT ABOUT EUROPE NOW? 

-Whether the United Kingdom joins EEC 
or remains outside, it is certain that what 
happens there will affect her. With a 
view to broadening the base of public 
debate on this issue, Lloyds Bank has 
recently issued What About Europe Now ?, 
the second edition of a booklet originally 
written in 1967 by Miss Sonia Elkin, 
M.B.E., now of ће CBI. 
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The main purpose of this study is to 
bring together the principal developments 
in EEC into a simple and intelligible 
form, although by reason of its brevity 
it is not represented as an authoritative 
or exhaustive treatment. In addition to 
summarizing the principal provisions of 
the 248 articles of the Treaty of Rome, 
the booklet includes sections on protocols 
and conventions, various policies arising 


1971 Autumn Diet of Examination 


PART IV 


Of the candidates who sat Part IV of the Institute's examination on August 31st and September 1st, 2nd 
and згд, 1971, the undernoted 130 candidates (39:3 per cent) passed. Their names appear in alphabetical 
order and are followed by the names of the firms of the masters to whom they were indentured or assigned. 


Alghanim, Į. (Peat, Marwick, Mitchell & Co, 
Glasgow) 

Allan, R. M. (Thomson McLintock & Co, Glasgow) 

Allan, W, Т. (Anderson & Menzies, Kirkcaldy) 

Allison, R. M. S. (Graham, Smart & Annan, 
Edinburgh) 

Anderson, J. H. (F. D. Greenhill & Co, Glasgow) 

Arnold, J. M. (Mann Judd Gordon & Co, Glasgow) 


Baines, D. M. E., LL.B. (Thomson McLintock & 
Co, Edinburgh) 
Barnes, P. M. (Fleming & Wilson, Glasgow) 
Birse, G. S. (Charles Burrows & Co, Edinburgh) 
Black, A. G., ва. (Thomson McLintock & Со, 
;; Aberdeen) 
Boyes, J. (Whinney Murray & Co, Edinburgh) 


rand, A. McC. (Johnstone, Logie & Millar, 
Dundee) 

Brock, С. М, (Robertson & Maxtone Graham, 
Edinburgh) 


Brodie, К, D., LL.D. (Peat, Marwick, Mitchell & 
Co, Edinburgh) 

Brotherhood, A., B.A. (Thomson McLintock & Co, 
Glasgow) 

Brown, C. A. M. (Downie, Wilson & Co, Glasgow) 

Brown, P. McK. (Paterson & Steel, Glasgow) 

Brownlee, L. (Wyllie Guild & McIntyre, Glasgow) 

Bryce, J. (Pannell, Fitzpatrick & Co, Coatbridge) 


Caldwell, J. (Nelson, Scott & Со, 
Glasgow) 

Campbell, A. K., м.а. (Thomson McLintock & Co, 
Glasgow) 

Campbell, G. F., в.сом. (Graham, Smart & 
Annan, Edinburgh) 

Campbell, J. S. (Boyack, Whitelaw & Aitchison, 
Edinburgh) 

Clogstoun- Willmott, J. N., в.с. (Armitage & 
Norton, Edinburgh) 

Cordiner, R. W. (Mann Judd Gordon & Co, 
Glasgow) 

Cossar, A. 
Glasgow) 

Cowie, J. M. (Moody Stuart & Robertson, Dundee) 


Gilmour, 


C., ва. (Grahams, Rintoul & Co, 


Davidson, W. С. w.A. (Thornton Baker & Co, 
Edinburgh) 


Deas, J. (Kidston, Jackson & Co, Glasgow) 

Dewar, G. D., ма. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Docherty, G., LL.B. (Peat, Marwick, Mitchell & Co, 
Glasgow) 

Docherty, J., LL.B. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Douglas, A. C. (Robertson & Maxtone Graham, 
Edinburgh) 

Dunsmore, D. S., м.а. (Arthur Young McClelland 
Moores & Co, Glasgow) 


Eden, A. R. (Scott-Moncrieff, Thomson & Shiells, 
Edinburgh) 


Fisher, G., B.4. (Kerr, MacLeod & Co, Glasgow) 

Fitzpayne, А. R. McL., LL.B. (Thomson McLintock 
& Co, Glasgow) 

Flett, A. P. ма. (Arthur Young McClelland 
Moores & Co, Aberdeen) 

Florence, D. (Arthur Young McClelland Moores & 


Co, Glasgow) 
Forbes, I. A. D. (Geddes, Beaton & Co, Edinburgh) 
Fortune, D. R. (Davidson Smith, Wighton & 
Crawford, Edinburgh) 
Fraser, W. R. (Thomson McLintock & Co, London) 
Gemmell, D. J. (Grahams, Rintoul & Co, Glasgow) 
Giulian, T. А. E., ва. (Hardie, Caldwell Ker & 
Hardie, Glasgow) 
Godfrey, R. N. (William Bishop & Co, Edinburgh) 
Grant, C. A. (Thomson McLintock & Co, Glasgow) 
Grassick, G. McK. (Geddes, Beaton & Co, 
Edinburgh) 
Gunn, C. J., B.com. (Arthur Young McClelland 
Moores & Co, London) 


Hadden, D. B. 
Edinburgh) 

Hall, D. (Chalmers, Impey & Co, Glasgow) 

Halliday, A. J. (Barstow & Millar, Edinburgh) 

Hamilton, С. W., LL.B. (Thomson McLintock & 
Co, Glasgow) 

Harvey, R. S. (Mackie & Clark, Glasgow) 

Hathorn, A. M. (Scott-Moncrieff, Thomson & 
Shiells, Edinburgh) 

Holmes, H. M. (Haldane, Brown & Co, Edinburgh) 


(Graham, Smart & Annan, 
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from but not explicitly required by the 
Treaty of Rome, and where the United | 
Kingdom stands in relation to EEC as it 
exists today. A postscript brings the 
contents up to June 23rd, 1971, on which 
date agreement was reached as to the. 
terms on which Britain might enter. . ~ 
What About Europe Now? is published 
by Lloyds Bank Review, at 71 Lombard - 
Street, London EC3. 














Holmes, M. D. (Arthur Young McClelland Moor 
& Co, Glasgow) 


Irvine, C. Е, (McLachlan & Brown, Glasgow) UE 
Johnston, A. A., B.A. (French & Cowan, Glasgow) 
Johnston, C. (Kidston, Jackson & Co, Glasgow) 
Johnston, J. C. G. (Cram, Worsley, Robertson: 
Taylor, Dundee) 


Lawson, J. F. (Kerr, MacLeod & Co, Glasgow) 
Lenton, G. (Thomson McLintock & Co, London) 
Lind, A. T. (Graham, Smart & Annan, Edinburgh 
Lothian, N., B.A. (Arthur Young McClellan 
Moores & Co, Edinburgh) : 
Loudon, W. M. (Haride, Caldwell Ker & Hardi 
Glasgow) um 
Lyon-Dean, A., LL.B. (Thomson McLintock & C 
Edinburgh) Sd 


McGlone, R. G, (Paterson & Benzie, Glasgow) 
McIntosh, А. W. (McLachlan & Brown, Glasgow) 
Mackay, I. M., B.com (Whinney Murray & C 
Edinburgh) | 
McKinlay, А. G., LL.B. (Mann Judd Gordon & Co, 
Glasgow) ü 
McNab, D. G., ва. (Touche Ross & Co, Edin- 
burgh) А НЕ 
Macnab, Т. J. (Grahams, Rintoul & Co, Glasgow) · 
Makan, №. N. (Scott-Moncrieff, Thomson & 
Shiells, Edinburgh) iue 
Mann, R. M. (Wyllie Guild & McIntyre, Glasgow): 
Martin, W. (Davidson Smith, Wighton & Crawford, 
Edinburgh) "i 
Mathewson, D. C., n.sc. (Graham, Smart & Annan, 
Edinburgh) I 
Matthew, D. М. (Scott-Moncrieff, Thomson & 
Shiells, Edinburgh) 
Melville, A. (Scott & Paterson, Edinburgh) S 
Michie, W. С. McG., LL.B. (Graham, Smart & 
Annan, Edinburgh) ; 
Mitchell, J. B., LL.B. (Oswalds, Edinburgh) 
Moore, D. W, (Paterson & Steel, Glasgow) Е : 
Muir-Simpson, R. M., LL.B. (Cooper Brothers & 
Co, Glasgow) uw 
Murphy, Т. F., B.A. (Thomson McLintock & Co, 2. 
Glasgow) Wm 
Murray, D. (Craig, McIntyre & Peacock, Glasgow) 


Nicolson, R. M. T., LLB. (Carson & Trotter, 5n 
Dumfries) z 
Norrie, D. W. (Meston & Co, Aberdeen) 


Orr, M. J. (Welsh, Walker, Ritchie & Co, Greenock) 
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Patel, J. R, (Robertson Carphin & Co, Edinburgh) 
22 Paterson, A. M. (Williamson & Dunn, Aberdeen) 
CUPaterson, I. W., s.a. (Turner, Hutton & Lawson, 
5 Glasgow) 
c; Paterson, J. M. (Thornton Baker & Co, Edinburgh) 
c; Patrick, D. M., ма. (Graham, Smart & Annan, 
Edinburgh) 

Paul, B. S., B.com. (Thomson McLintock & Co, 
to. Glasgow) 

Phillips, G. R. (Wylie & Bisset, Glasgow) 

VPineles, E. C. ("Thomson McLintock & Co, 


London) 
Purcell, A. H. (Arthur Young McClelland Moores 
по Co, Glasgow) 
so Riddell, J. H., LL.B. (Arthur Young McClelland 
0 Moores & Co, Glasgow) 
“Ritchie, К. W., в.д. (Grahams, Rintoul & Со, 
. Glasgow) 
“Robb, W. D. (Hardie, Caldwell Ker & Hardie, 
Uo Glasgow) > 
io Roberts, C. T. (Gillespie & Anderson, Glasgow) 
"Robertson, J. D. B. (Moody Stuart & Robertson, 
55; Dundee) 
Rodger, D. I. (McLachlan & Brown, Glasgow). 
| Ross, © P. psc. (Graham, Smart & Annan, 
A Edinburgh) 
"Rutherford, W. L., LL.B. (Whinney Murray & Co, 
Glasgow) 


^ Saffoury, U. С. (Peat, Marwick, Mitchell & Co, 
i Glasgow) 
''Schei, L M. (Carson & Trotter, Dumfries) 
“Scott, L. R. (Touche Ross & Co, Glasgow) 
‘Skidmore, Н. Т. (Graham, Smart & Annan, 
2513 Edinburgh) 
;Smith, B. M. (William J. Young & Brown, 
Glasgow) | : 
c Smith, К. W. (Festus Moffat & Co, Falkirk) 







Ahmed, Z. (Cotton, Lawson & Macniven, Edin- 


burgh) 
. Allan, S. A. P. (J. Douglas Henderson & Со, 
2s Edinburgh) 


^? Belmonte, С. (Davidson Smith, Wighton & 
i Crawford, Edinburgh) 


Bloom, S. L. F., LL.B. (Cooper Brothers & Co, 
Glasgow) 
Boyle, С. М., в.сом. (Geddes, Beaton & Co, 
Edinburgh) 
; Brown, R. Т. К. (Hardie, Caldwell Ker & Hardie, 
Glasgow) 


Bryan, R. J. (Alexander Sloan & Co, Glasgow) 
Burnie, G., B.com. (Whinney Murray & Co, 
Edinburgh) 
|; Butchart, A. C., в.сом. (Whinney Murray & Co, 
C Edinburgh) 


Calder, №. B. L. (Touche Ross & Co, Edinburgh) 
Carrick, J. A. S. (Gillespie & Anderson, Glasgow) 

~ Connolly, Н. G. (Kidston, Jackson & Co, Glasgow) 
Creegan, J. F. (Henderson & Loggie, Dundee) 
‘Cumming, J. A. L. (Arthur Young McClelland 

~» Moores & Co, Glasgow) 
Currie; A. J. (Charles Burrows & Co, Edinburgh) 


“Deas, D. (J. Harley Hepburn & Co, Kirkcaldy) 


;Desson, G. L., LL.B. (Chiene & Тай, Edinburgh) 
Dick, 5. J. C., tie. (Whinney Murray & Co, 


Edinburgh) 
Donnelly, M. S. A. (McLachlan & Brown, Glasgow) 
Donnelly, P. A. (MacMillan & Co, Glasgow) 
Dunlop. M. J., M.a. (Thomson McLintock & Co, 
Aberdeen) 


Ferguson, D. W. R. 
Aitchison, Edinburgh) 


(Boyack, Whitelaw & 


Solomon, P. L. (Dickson, McFarlane & Robinson, 


Glasgow) 

Stark, M. JT. ва. (Thomson McLintock & Со, 
London) 

Stirrat, J. C. M., B.A. (Cooper Brothers & Со, 
Glasgow) 


Sturrock, R. I, M.A. (Whinney Murray & Co, 
Edinburgh) 


Tasker, A. W., B.COM. (Arthur Andersen & Co, 
Glasgow) 

'Taylor, A. C. (fohn M. Geoghegan & Co, Glen- 
rothes) 


Uchenyi, O. A. (F. D. Greenhill & Co, Glasgow) 
Urquhart, R. D. L., ts. (Miller, McIntyre & 
Gellatly, Dundee) 


Waddington, A. R. (Thomson McLintock & Co, 
London) 

Wallace, A. (J. Douglas Henderson & Co, Edin- 
burgh) 

Watson, W. S. (Brown, Campbell & Co, Edinburgh) 

Webster, I. R. (Grahams, Rintoul & Co, Glasgow) 

Welton, A. B., в.д. (Touche Ross & Co, Edinburgh) 

White, R. B., LL.B. (Touche Ross & Co, Glasgow) 

Whitehouse, A. J. O. (Henderson & Loggie, 


Cupar) 

Wilkin, Н. D. M., ва, (Touche Ross & Co, 
Glasgow) 

Winchester, C. (Davidson Smith, Wighton & 
Crawford, Edinburgh) 

Wood, R. T., BA. (Whinney Murray & Со, 
Glasgow) 

Wright, W. A, (Kidston, Jackson & Co, Glasgow) 


Young, G. H., в.д. (Davidson Smith, Wighton & 
Crawford, Edinburgh) 


PART V 


-Of the candidates who sat Part V of the Institute's examination on August 31st and September ist, and 
‘and grd, 1971, the undernoted 94 candidates (33:90 per cent) passed. Their names appear in alphabetical 
order and are followed by the names of the firms of the masters to whom they were indentured or assigned. 


Fisher, M. R. (Geddes, Beaton & Co, Edinburgh) 

Fitzhenry, M. J. (David Strathie & Co, Glasgow) 

Flockhart, A. C., в.8с, (Touche Ross & Co, 
Edinburgh) 

Fordwood, J. I., B.4. (Whinney Murray & Co, 
Edinburgh) 

Frisby, F. W. (Kerr, MacLeod & Co, Glasgow) 


George, D. E. (Charles Burrows & Co, Edinburgh) 

George, F. W. (Cram Worsley, Robertson & 
'Taylor, Dundee) 

Gifford, W. G. (Grahams, Rintoul & Co, Glasgow) 


Gilsenan, J. H. (Pannell, Fitzpatrick & Co, 
Glasgow) 

Gordon, L A. A. (McWilliam, Smith & Co, 
Inverness) 


Gow, А, Е. (Oswalds, Edinburgh) 
Grier, S., M.A. (Grahams, Rintoul & Co, Glasgow) 


Henderson, E. A. M., ма. (Cooper Brothers & Co, 
Glasgow) 

Hodge, W. D. (S. Easton Simmers & Co, Campbel- 
town) 

Hunter, J. S., в.сом. (Whinney Murray & Co, 
Edinburgh) 


Jacobs, B. (Davidson & Workman, Glasgow) 
Johnston, G. A. (Arthur Young McClelland 
Moores & Co, Dundee) 


Keith, A. G. (Pannell, Fitzpatrick & Co, Glasgow) 
Kennedy, J. (Peacock & Henry, Glasgow) 

King, D. H. (Grahams, Rintoul & Co, Glasgow) 
Kinghorn, J. S. (Wylie & Hutton, Edinburgh) 
Knox, T. (Cooper Brothers & Co, Glasgow) 


Lamb, I. R. (Stewart Gilmour & Co, Ayr) 
Lawrie, F. R. (F. A. Ritson & Co, Buckie) 
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Little; J. (Norman MacKinnon & Co; Ayr) 
Livingstone, L. McD: (Arthur Young McClelland 
Moores & Co, Dundee) _. 


MacCormack, R. (Alexander Sloan & Co, Glasgow) 

McDaid, E. (Wylie & Bisset, Glasgow) © — 

MaeDonald, A. 1 · (Robb, Ferguson & Co, Glasgow) 

Macdonald, H. J. (Bird, Simpson & Co, Dundee) 

MacDonald, J. (Cotton, Lawson & Macniven, 
Edinburgh) 

MacDonald, S. D. М, (Touche Ross. & Co, 


Glasgow) 

li cnr IL A. (Miller, McIntyre & Gellatly, 

ert] ] 

Macfarlane, 1. S. (Arthur Young McClelland 
Moores & Со, Edinburgh) 

Macgregor, A. R., Lts. (Thomson McLintock & 
Co, Glasgow) 

McGregor, R: W. Н. (К. C. Kelman & Shirreffs, 
Aberdeen) 

Mackintosh, C. (McKerrell Brown & Grey, 
Edinburgh) ~ И 

McKie, J. D. (John С, Frame & Со, Inverness) 

McLuskie, №. С, (Touche Ross & Co, Glasgow) — . 

Mair, A. Ky LL.B;, M.B.A; (Peat, Marwick, Mitchell 
& Co, Edinburgh) ЕИ 

Miller, S. P. (McKerrell Brown & Gray, Edinburgh) 

Mitchell, р. M. (Davidson Smith, Wighton & 
Crawford, Edinburgh) А : 

Muir, К. G. (A. C. Philp & Co, Dunfermline) . 

Mullen, C. (Macdonald, Stewart & Co, Glasgow) 

Mutch, D. G. A. (McLachlan & Brown, Glasgow) 


Needham, D..W., в.а. (Cooper Brothers & Co, 
Glasgow) 

Neilson, 1. MacA. В. (Watson & Galbraith, 
Glasgow) : е 

Nicol, J. W. (Arthur Young McClelland Moores 
& Co, Glasgow) 

Ogunbajo, R. A. (Brown, Campbell & Co, Edin- 
burgh) 


Parker, L. J. (Kerr, MacLeod & Co, Glasgow) 
Perrins, J. M. (Geddes, Beaton & Co, Edinburgh) 


Piets, С. A. 8. (Thomson McLintock & Со; 
London) 

Pollock, Н. M., ма. (Scott, Peden & Со, 
Edinburgh) 


Pratt, К, C. (Geddes, Beaton & Co, Edinburgh) 
Rowe, С. D. (Thomson McLintock & Co, London) 


Shaw, D. R. (French & Cowan, Glasgow) 

Sleight, D. R. (Arthur Young, McClelland Moores 
& Co, Glasgow) 

Smellie, J. S. (Whinney Murray & Co, Edinburgh) 

Snedden, R. C. (Festus Moffat & Co, Falkirk) 

Stewart, I. D. (G. K. Johnston & Smillie, Edin- 
burgh) 

Stewart, R. J. A. (Scott-Moncrieff, Thomson & 
Shiells, Edinburgh) _ 

Sweeny, D. W. (Harmood Banner & Co, Edin- 


burgh) 


Telford, J. B. (Geddes, Beaton & Co, Edinburgh) 

Thomson, J. E. (Nelson, Gilmour, Scott & Co, 
Glasgow) . 

Thomson, P. S. (Hourston, Macfarlane & Со, 
Glasgow) 

Thomson, S. L. (Alexander Sloan & Co, Glasgow) 

Tonner, E. J. (Whinney Murray & Co, Glasgow) 


Watson, А. ва. (Arthur Young McClelland 
Moores & Co, Glasgow) 

Watson, M. C., B... (Whinney Murray & Co, 
Glasgow) 

Winn, I. M. D. (Anderson & Menzies, Kirkcaldy) 


Yeung Sik Yuen, Y. K. S. (James Condie & Co, 
Edinburgh) 
Young, P. R. (Bower & Smith, Aberdeen) 
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Rehabilitating the Watchdog | 
RECENT comment suggests the possibility of the appearance, during 
the forthcoming parliamentary session, of a Bill to recast the Monop 
olies Commission. Such a Bill might be expected to involve the separation | 
of the Commission's investigatory and quasi-judicial functions (its prese: 
position as both prosecutor and judge has been much criticized by industry 
and also to include the office of the Registrar of Restrictive "l'radin 
Agreements within the investigatory arm of the new organization, as ar 
authoritative and expert source of information on imperfect competition 

Several changes in the present law on monopolies and restrict? 
practices were in fact foreshadowed in an interim statement last Decemb. 
(Hansard, December 17th, 1970), by Mr John Davies, M.B.E., F.C.A. 
J.DIP.M.A., Secretary of State for Trade and Industry, including” th 
possibility of outlawing certain additional types of restrictive agreement 
Beyond this point, a spokesman for the Department of Trade and In 
dustry declined to comment, although it is thought that the Governmen 
may also be disposed to give the new investigatory body adequate power: 
to conduct inquiries into specific marketing or pricing practices by th 
nationalized industries. This is a field within which the Commission’s 
theoretically existing powers have in practice been inhibited by its. 
inability to compel witnesses or to enforce the production of evidence. 

The first reference of the practices of a nationalized industry to the 
Monopolies Commission was in fact announced earlier this year by Mr | 
Nicholas Ridley, Parliamentary Under-Secretary for Trade and Industry, . 
in the course of a Commons debate on consumer protection (Hansard, 
May 17th, col. 932). This related, by consent, to connection charges 
imposed by the gas and electricity supply industries. Other recent ref 
erences have involved boot and shoe machinery, breakfast cereals, an 
the extent of parallel pricing and price leadership. 

Should the Monopolies Commission in fact be provided with a separat 
investigatory procedure, it may be anticipated that the threat of an in 
vestigation in an appropriate case may of itself suffice to secure the vol: 
untary abandonment of unfair practices or abuse of market power, without. 
the necessity of a hearing before the tribunal. 

It may be debated whether the need for such a measure has bee 
'sufficiently shown in competition with other claimants for the necessarih 
limited amount of parliamentary time — for instance, a major overhau 
of the present consumer legislation, or the long-delayed implementatio 
of the remaining recommendations of the Jenkins Committee on Compan 
Law Amendment. Certainly the credibility of the Monopolies Commissio 
was severely shaken in consequence of the ill-timed reference to it of 
professional practices, and its subsequent and equally ill-considered. 
report (The Accountant, November sth, 1970). With this experience in 
recent memory, the Government may conceivably have thought it neces- 
sary to resort to further legislation if the Commission is to be re-establistted = = 
as a body still capable of performing a useful public service. 













































T HE statement by the Councils of the three Institutes 
* of Chartered Accountants on “The effect of accounting 
tandards on auditors’ reports’ (The Accountant, March 
. 11th) has caught the eye of the legal profession. A contri- 
. butor to The Solicitors’ Journal of October 8th takes the 
5 statement as the basis for ‘a study of the question of the 
. duty of the auditor as employed by the company', and 
_ writes, inter alia: 









‘Much of the discussion that has been going on in relation 
_. to the question of accounting standards has been engendered 
Бу the desire of accountants to avoid statutory regulations, 
апа indeed it remains true that the definition of the duties of 
| accountants have [sic] to be sought from a series of judicially 
decided cases rather than from any statutory provisions or 
regulations. It is equally interesting to contemplate whether 
or not the judges will see fit to give approval and backing to 
_ the accounting standards as now proposed, or whether they 
will regard them as a departure from the provisions as to the 
|. Matters with which an auditor should or should not be con- 
cerned in the absence of legislation. It may well be said that 
what the Institute of Chartered Accountants is attempting 
“to do is to carry out through their near-monopoly of auditors 
(taking into account the other associations in conjunction 
with whom these proposals have been prepared) a form of 
legislation which more properly should have been left to 
Parliament had parliamentary time been available to deal 
with the matter.' 











This opinion is based upon the learned author's finding 
that ‘the position of the auditor arises out of contract’ — 
a feature, it is claimed, to which the Institutes’ statement 

„itself pays no regard. It is further alleged that "The extent 
to which the auditor must investigate a company's affairs 
in carrying out his audit is dependent upon the terms of his 

-contract of employment or, if the contract is silent, on the 
provisions of the articles of association of the company 

_ which are impliedly incorporated in his contract of employ- 
ment in the absence of other express provisions.’ 

From this and divers other allusions through the article, 
the author is clearly addressing himself to the audit of 
limited companies rather than of other bodies; thus it is 
surprising, at the very least, to find that the whole article 

includes no more than a single reference to the Companies 
Act 1948 (to section 205, which does not relate solely to 
auditors) and makes only a passing mention of the very 
existence of the Companies Act 1967. Whilst it may be 
conceded that an auditor's initial appointment is a matter of 
contract between himself and the company, once appointed 
he is invested with specific and important statutory duties — 
for instance, under section 14 (1), (3), (4) and (6) of the 
1967 Act. These duties, it is well recognized, cannot be 
bounded or influenced by any purported contractual 

* stipulation, whether express or imported from the company’s 
articles. 
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Accounting Standards: The Auditor's Duty 


Another passage from the article which appears in- 
supportable is the suggestion that auditors are being 
subjected, by the Chartered Institutes, to ‘a duty to go 
beyond those standards which the Court has approved’. 
In general terms, the auditor's standard has for many years 
been accepted as one of ‘reasonable skill and care’ in the 
circumstances of the particular case; but the judgment of 
Pennycuick, J, in Re Thomas Gerrard & Son Ltd (The 
Times, April 14th, 1967; The Accountant, April 22nd and 
June 24th, 1967) clearly relates ‘reasonable’ to contemporary 
standards of accepted good practice. To imply that the 
Courts would necessarily decline to recognize definitive 
accounting standards as an element of 'good practice' 
seems to take a great deal for granted. 

The imputation that definitive accounting standards, 
backed by the possible sanction of a qualified audit report, 
amount to usurpation of the legislative power was fore- 
seeable and is — in our own view, at least ~ misconceived. 
The events which preceded the English Institute's ‘State- 
ment of Intent' of December 1969 (The Accountant, 
December 18th, 1969) clearly showed a need to narrow the 
areas of difference and variety in accounting practice, and 
to reduce the scope for subjective assessment. Definitive 
standards are not intended to force all into a common 
mould (the Statement of Intent specifically recognized this 
point) nor to stifle honestly held differences of opinion; 
what is required is that, in any set of accounts which 
departs from what authoritative professional opinion 
regards as appropriate in the generality of cases, the fact 
of that departure should be clearly stated and its effects 
quantified so far as may be appropriate. This, as it seems 
to us, significantly increases the reliance which may be 
placed on published accounts. It may also be said that the 
Companies Act 1967 specifically requires auditors to report 
whether accounts give, in their opinion (our italics), a true 
and fair view; it nowhere requires auditors to give an 
unqualified report provided only that certain steps in a 
predetermined statutory formula have been observed. 

The article perpetuates the error of describing the 
auditor's report as a 'certificate', and includes also a few 
petty criticisms of a kind not directly related to the sub- 
stance of the Institutes’ statement. Thus its author appar- 
ently finds something sinister in the fact that ‘the [English] 
Institute allows the same firm to act both as accountants 
employed by the board to assist them (indeed to carry out 
management consultancy and similar activities) and at the 
same time act as auditors'; and, further, that it 'still 
countenances the disguise of accountants' fees under the 
heading of legal and other expenses’. j Hs. 

The first of these points has recently been considered 
in the context of European accountancy practice, both by 
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the Council of the English Institute (The Accountant, 
August 12th) and at this month's UEC study conference 
(The Accountant, October 7th and 14th); and the second, 
frankly, appears to have little substance. Apart from the 
specific requirement (under Schedule 2, paragraph 13, of 
the Companies Act 1967) relating to audit fees, there is no 
statutory obligation to disclose professional charges in 
general (it is not a case of the professional bodies ‘counten- 
ancing the disguise’ of anything); we can see no funda- 
mental impropriety in grouping accountants’ fees for non- 
audit work with other professional charges, and the phrase 
"legal and other expenses’ is neither a statutory term nor 
one in universal use. 

The real issue, it may be conjectured, is that solicitors 
are currently very sensitive to attacks on the level of their 
professional charges, and that such phrases as 'legal and 
other expenses’, where they occur, tend to attribute to the 








members of other vocations. If this is indeed the case, we 
would not doubt the sincerity or the justice of it; but 
it might have been better expressed than as an 
oblique attack upon the integrity of another professional 
body. 

The author is on firmer ground when he says that audited 
accounts are of little more than historic importance by the 
time they reach the shareholders, as it is in practice the 
board of directors who control the time of publication. This 
is an admitted defect in the present law, and the account- 
ancy profession is not unaware of it. A leading article in 
The Accountant for July 22nd recalled that it takes longer to 
prepare bad accounts than good ones, and suggested that | 
auditors of companies publicly quoted should be under a. 
duty to report to the Department of Trade and Industry 
‘in the event of thei: being unable to form a professional | 
opinion upon accounts within a reasonable time of those | 
accounts becoming due'. | 




















legal profession some quite substantial sums paid to 
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_(URRENT debates on the severity 
< appropriate to convicted criminals 
_ do not seem to have included the 
ease of the taxpayer under suspicion 
апа caught up in a chain of litigation, 

the outcome of which will probably 

mark the difference between penury 
. and the maintenance of his existing 
station in life. Indeed, the fate of his 
dependants is equally imperilled, as 
instanced. by ex parte Dawes (43 
ATC. 391) where the widow of 
a deceased taxpayer stood to lose 
all that remained of her late husband’s 
estate. EX 
-The hardships of such a taxpayer 
are strikingly illustrated by the de- 
_ velopments in Rose v. Humbles. The 
"proceedings in the High Court (49 

ATC 54) took place in March 1970 

but related to assessments for the 

years 1942-43 onwards — that is to 

‘вау, a period the events of which are 

judged sufficiently remote to permit a 

State welcome for a former adversary. 

Та the Court of Appeal (The Times 
. and Financial Times, October 14th, 
1971) Lord Justice Sachs suggested 

that the time had come to curb the 
pursuit of the taxpayer by the Inland 
Revenue. 

The pursuit had occupied the best 
part of two decades and the taxpayer 
was now 76 years of age. The General 


Taxpayer Gets 'Life'? 


Commissioners for Central Man- 
chester had been in grave breach 
of the rules of natural justice when 
they refused to grant an adjournment 
of the appeal despite impeccable 
medical evidence of the appellant's 
temporary unfitness to attend and 
give the evidence which represented 
the cornerstone of his case. 

Mr Justice Buckley had referred to 
the fact that the whole outcome of 
the case depended upon whether Mr 
Rose was to be believed in attributing 
the unexplained increase in his wealth 
to betting winnings; additionally, the 
taxpayer had put numerous documents 
in evidence substantiating gains of 
£24,819. Lord Justice Russell de- 
clared it manifest that the refusal to 
adjourn (so that this evidence could 
be heard) was quite wrong. The 
injustice done by that refusal could 
never be directly remedied, for the 
taxpayer's health had now so deter- 
iorated that he would not be able to 
give evidence. 

Both Russell and Stamp, L.JJ., 
appear to have had some sympathy 
with the opinion of Lord Justice 
Sachs that the assessments should be 
cancelled in preference to a complete 
re-hearing. The Court of Appeal 
gave leave for the matter to be taken 
to the House of Lords. 














Questions in Parliament 


S the Common Market debate 
nears its climax in the Commons, 
Mr Edward M. Taylor, Conservative 
MP for Glasgow, Cathcart, wh 
resigned his Government post on t 
question of entry to EEC, will ask 
about Britain’s tax incentives a 
their compatibility with the Co: 
munity. КЕ. 
He is ќо ask the Chancellor of the 
Exchequer to take steps to ascertain 
from the Commission of the ЕКС 
whether the present tax incentives and 
other regional aids operated by t 
British Government will have their 
approval under article 93 of the 
Treaty of Rome in the event o 
Britain joining the Community. 
Encouragement to the trustees 0: 
occupational pension schemes to pro 
tect the rights of workers changin 
employment before normal retirement | 
age, will besought from the Chancellor 
next Tuesday by Sir Brandon Rhys . 
Williams (Cons., Kensington South). . 
He says Mr Barber should exercise his. | 
discretion under existing legislation to. 
determine conditions under which: : 
such schemes are approved for exemp- _ 
tion from tax. . 


Management Education | 
Tue second report of the Manage- __ 
ment Education, Training and 
Development Committee of МЕРС | 
(available free from the National * 
Economic Development Office) de- 
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scribes recent developments in the 
field of management education and 
suggests that management education 
must be a national priority. 

The report uses data from two re- 
ports, due later in the year, from the 
London School of Economics and the 
Institute of Manpower Studies (IMS) 
which show that in 1969-70 some 
356,000 students attended nearly 
23,000 management courses. Only 
21,000 of these students were at 
universities and business schools: 
about two-thirds of all students were 
on courses run by employers and 
independent centres. Moreover, 
courses in the private sector account 
for over go per cent of the courses for 
senior managers. 

Current criticisms of management 
education are seen as healthily based 
on actual performance, rather than 
promises, but it would be a pity if 
short-term difficulties jeopardized 
what must be a long-term investment 
strategy. 

A. number of significant issues are 
identified and discussed. By 1974-75 
a 46 per cent increase in university and 
further education courses is expected, 
but the availability of student grants, 
loans and sponsorship may impose 
constraints on expansion and the 
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committee suggest that more public 
funds must be made available. 

Current economic difficulties and 
increasing company sophistication are 
changing the demand for post-experi- 
ence training towards company-based 
development and away from course 
attendance. The report considers what 
contribution management education 
might make to industry in improving 
managerial performance; attracting 
high quality recruits; advancing 
knowledge; promoting organizational 
change; diffusing knowledge and res- 
ponding to national needs. At the 
moment, two areas of particular need 
are for marketing skills in industry, and 
in industrial relations training. Under- 
lying these potential contributions 
from the education side are the 
difficulties of training management 
teachers and of attracting and selecting 
the right students. 

Increasingly, the rapid development 
of management education in Europe, 
notably France and Belgium, require 
co-operation and the readiness to 
learn from the Europeans as we have 
already learnt from the Americans. 

But it is within the wider context of 
management development that man- 
agement training and education must 
take place. 





TEN HONOURSMEN 


PRIOR to this month's prize-giving ceremony of The Institute of Chartered Accountants 
in England and Wales, two articled clerks with Barton Mayhew & Co who had obtained 
honours were entertained to luncheon by eight of the firm's present partners and staft, all 
former prizewinners. Present on this possibly unique occasion were (from left to right) Messrs 
J. M. Barney, F.C.A., M. H. Foster, F.C.A., D. C. Burling, F.C.A., H. O. H. Coulson, F.C.A., 
P. L. Stapleton, F.C.A., M. J. Sinfield, P. S. Thring, T.D., M.A., F.C.A., P. Mendelssohn, F.C.A., 


» ReS. Gray and S. J. Ling, A.C.A. 


Mr Gray took first place in the May 1971 Part | Final examination of the Institute, and Mr 
Sinfield second place in the March 1971 Intermediate examination. 
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PLANNING AND CONTROL 


VER 90 members of the profession and 

others attended a course on 'Planning 
and control' held by The Institute of Chartered 
Accountants in England and Wales at the 
Royal Bath Hotel, Bournemouth, from October 
15th—1 8th. Subjects covered included 'Finan- 
cial reporting and corporate control’; 'Man- 
agement planning and control experiences’ ; 
and ‘Linking corporate strategy with control’. 
There was also a two-part session on ‘The 
economic environment — the background 
to corporate planning’. 

Some of those who took part are shown 
opposite: Top. Members listen intently at 
one of the lecture sections. Centre, left. 
Mr R. !. Tricker, M.A., F.C.A., J.Dip.M.A., 
the course director, in expressive mood. 
Centre, right. Mr H. B. Oxenham, F.C.A., 
centre, in conversation with two fellow mem- 
bers. 


Hospital Administration 


HE hospital treasurer is a key 

member of the professienal team 
responsible for the treatment and care 
of hospital patients. The success of 
treatment depends not only on medical 
and nursing skill, but also on the 
overall management and financial con- 
trol of the hospital organization. 

A recruitment drive has recently 
been launched to attract potential 
administrators and treasurers into the 
South East Metropolitan Regional 
Hospital Service. Officers of the 
regional hospital staff committee are 
visiting colleges, schools and careers 
conventions to discuss the various 
training schemes available with careers 
teachers, prospective school leavers 
and their parents. 

'The committee has also published 
two booklets which present a career in 
hospital administration as 'a job that 
isn't desk-bound, routine and dull... 
[it] rapidly takes you into the front 
line not only of management but of 
vital human relationships'. Prospects 
and opportunities for professional 
administrators in the hospital service 
are claimed to be more attractive 
today than they have ever been. 
Present salary scales range from £1,911 
p.a. for senior administrative officers 
to a maximum of £6,636 and £6,525 
for secretaries and treasurers of 
regional boards respectively. 

A contributed article on ‘Financial 
Management in the Hospital Service’, 
by the treasurer of the Hastings Group 
of Hospitals, appeared in The 
Accountant of October 22nd, 1970. 
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The International 
Congress in Australia 


N intense interest by the profession 
throughout the world is building 
up for next year’s Tenth International 
Congress of Accountants to be held in 
Sydney, Australia. As reported in 
The Accountant (Australian supple- 
ment) of August 26th, the figure of 
delegates and accompanying guests is 
likely to approach 5,000; and the 
congress secretariat has now reported 
such a flood of ‘intention to attend’ 
forms from nearly 70 countries that it 
may be necessary to place a restriction 
on registrations. 
Allocation of accommodation and 
bookings for functions will not com- 


mence until the appropriate regis- 
tration forms and fees are received 
in Sydney. These will be processed 
strictly in order of receipt, and it is 
stated that ‘this is firm policy from 
which there will be no deviation’. 
Registration forms are being mailed on 
staggered dates so that registrants 
from all countries will have equal 
opportunity to complete and return 
their forms. 

Intending participants who have 
already returned an intention form to 
the congress secretariat are already on 
the mailing list, and should take no 
further action until they receive a 
registration form. Other members of 
the profession who may wish to attend 
and have not yet notified their in- 
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tention to do so are urged to write 
immediately to the Secretariat, Tenth 
International Congress of Accountants, 
London Assurance House, 16 Bridge 
Street, Sydney 2000, Australia. 
Escombe McGrath & Co have been 
appointed official travel agents for the 
congress to the English and Scottish 
Institutes of Chartered Accountants, 
and are offering a variety of group 
inclusive tours for the benefit of 
members who may wish to combine 
attendance at the Congress with 
visits to other places of interest in the 
American, Asian or African con- 
tinents on the outward or return 
journey. For a 28-day tour, inclusiye 
of the congress period, the per capita 
charge for a group of four or more 















adults would be approximately £700, 
_ inclusive of economy class air travel, 
-hotel accommodation sharing a twin- 
* bedded room and the Congress re- 
 gistration fee, but exclusive of meals. 
- "Members wishing to take advantage of 
»these facilities, or alternatively who 
Wish to make independent arrange- 
- ments, are invited to contact Mr D. C. 
_ Dickens, Escombe McGrath & Со, 39 

Ludgate Hill, London EC4M 7NP. 
(01—236 4020). 





Advice to Investors 


ROSPECTIVE investors, accord- 

ing to Mr Stanley Middleton, 
_F,C.A., should take an intelligent view 
of the company's accounts; they 
should read the directors’ report, get 
_ the views of their own stockbroker or 
accountant, and then think. If it were 
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all accountants and stockbrokers would 
have retired long ago. Although, 
according to Mr Middleton, fore- 
casting techniques are improving, 
‘only the archangel Gabriel is able to 
forecast the future with any certainty’. 
Mr Middleton was addressing an 
investment seminar for women on 
Wednesday of last week, sponsored 
jointly by the Stock Exchange and 
Women’s Journal. Other speakers in- 
cluded Mr Patrick Jenkin, MP, 
Financial Secretary to the Treasury, 
Mr Eric Orbell, a director of Com- 
mercial Union Assurance, and two 
members of the London Stock Ex- 
change, Messrs M. P. Goodison and 
J. Dundas Hamilton. The seminar 
was followed by a reception on the 
trading floor of the Stock Exchange. 
On the determination of profit, Mr 
Middleton suggested that only a 
statement covering the whole life 
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span of a business could be accurate; 
annual accounts were artificial in point 
of time, and the determination of 
profit on this basis introduced a 
number of matters of judgement 
which could not be determined with 
complete accuracy. If members of his 
audience, he said, were thinking on 
the lines that 'I had no idea that a set 
of accounts required so much work on 
their assessment before they could be 
true and fair', then he was delighted. 


Multi-National 
Corporations 


5“ of the worry about the rise 
of multi-national enterprises stems 
from the feeling that they possess ar- 
bitrary powers in the disposal of their 
resources as between one economy 
and another. This degree of choice is 





possible to make fortunes overnight, 
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THIS IS MY LIFE 





_ Bending the Rules 
by An Industrious Accountant 


AN immense amount of loose cash clinks or rustles every 
Z4"Xminute of the day in our store. Customers pay or 
scrabble for change; we lodge surplus funds twice daily; 
Wages are packed and unpacked. 

... Thirty-odd cash registers rattle in the departments, and 
fully-fledged sub-cashiers are responsible for each floor's 
floats. At the end of the top corridor the head cashier 
presides majestically over a high-powered safe, just as 
pompously as if he owned the money himself. We've never 
suffered violence or mayhem, Deo gratias, but we're 
lamentably vulnerable to knavery. 

Late one evening I suddenly found myself short of ready 
cash, despite my wife's morning warning of no holds 
barred at her bring-and-buy that night. My cheque book 
was in my pocket but the banks were shut. Drastic action 
was needed. 

The Victorian novelists rather fancied the phrase that 
in every red-blooded he-man's breast there beats a heart 
that despises as dross the pettifogging shackles of bureau- 
cracy. Freely modernized, that meant that our standing 
regulation forbidding cashiers to cash staff personal 
cheques (my own edict of years ago) must bend before the 
storm. 

The top door was locked, so I dashed downstairs. An 
apologetic murmur of ‘special emergency’ and the slightest 


suggestion of rank-pulling (as Shakespeare said, there’s a 
divinity doth hedge a king, not to mention a chief account- 
ant) was sufficient to persuade my subordinate. He was 
quick to oblige, which was helpful, although some indica- 
tion of stern devotion to duty and discipline would have 
been seemly. | 

However, such doubts were unworthy. I took the cash 
with a word of thanks and he slipped my cheque into an 
elastic-bound bundle. It seemed to be а very fat bundle. . . . 

One half of my mind said ‘leave it’ ; the other, the niggling 
bit, said ‘we cleared the lodgement at 3 p.m’. So I asked 
John whether he held many cheques in his float. 

John’s an experienced and taciturn old hand who’s 
known the drill for years. ‘Only a few specials’, he said 
woodenly, passing the bundle across the desk-top. ‘Chaps 
need the lolly at short notice sometimes, and they always 
clear off the dockets at pay-day’. 

It was obviously difficult to talk about rule-breaking, 
considering my own misdemeanour, but a ги е through 
the bundle revealed that all the cheques were post-dated. 
It seemed odd. Most people automatically sign the current 
day's date. John said he'd never been let down yet, with a 
distinct note of rising resentment at the inquisition, and 
just then I noticed that young Smith had put in three 
cheques, all of different forward dates. 

There seemed no point in escalating the incident; 
points stretched can oil the wheels which feed the pulsing 
arteries of industrial democracy, so to speak. But I recalled 
vaguely some joke half-heard in passing about John's job 
being good for the pickings. 

Somehow I hadn't quite forgotten it. I'd lay odds he's 
slick enough to charge the employees systematic pound- 
ages on these transactions, in cash or in kind, but maybe 
I've just got a warped mind. Still, perhaps a quiet word 
with internal audit . . . ? 
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usually exazgerated, according to Mr 
F. S. McFadzean, a managing director 
of the Royal Dutch/Shell Group, in 
his paper "The operation of a multi- 
national enterprise’ presented to a 
seminar of the Industrial Educational 
and Research Foundation last Friday. 
. Mr McFadzean points out that the 
multi-national enterprise is not a 


purely American phenomenon. Multi- : 


national enterprises with a European 
or Japanese base are increasing and 
could well increase at a greater rate 
than those originating in America. 
Nor is it a new development — the 
Royal Dutch/Shell Group, for in- 
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stance, has been in existence for some. 
63 years. 

A multi-national enterprise is not 
free from problems; it bristles with 
them. То many new nations, depend- 
ence on private capital tends to 
produce an emotive reaction that they 
are not yet free from the imperialist 
yoke. Canada, with a very large pro- 
portion of foreign investment, was 
worried by the relatively massive 
economic strength of the United 
States. The same fear has been echoed 
in the case of the United Kingdom. 

Yet developing countries benefited 
by the transfer of money, technical 
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skills, materials and men, accompanied 
by management know-how strongly 
motivated towards successful utiliza- 
tion of resources by the need to 
generate an acceptable rate of profit. 
The results were basically the same in 
developed countries, but new tech- 
nologies and research in existing tech- ' 
nologies are probably among the most 
striking consequences of, for example, 
American investment in Europe. 
‘The operation of a multi-national 
enterprise’ is published by the In- 


dustrial Educational and Research 


Foundation, Portland House, Stag 
Place, London W1, price 5ор. · 


IFA Congress in а 


VER 500 delegates from 41 countries assembled earlier 
this month at George Washington University, Wash- 
ington DC, for the twenty-fifth Congress of the Inter- 
national Fiscal Association. Subjects for discussion were 
‘The fiscal treatment of international investment trusts and 
mutual furds, having regard to the major regulatory and 
foreign exchange features in the various countries’ and 
‘Criteria for the allocation of items of income and expense 
between re.ated corporations in different states, whether or 
not parties to tax conventions’. 
An inauzural address was given by the Hon. John B. 
Connally, Jr, Secretary of the US Treasury, who said: 


‘We must develop standards for classifying taxes and 
measuring tax burdens in order that we may understand and 
compare the tax systems of different nations. The OECD 
Committee on Fiscal Affairs has begun work on this subject. 


‘We mast reach agreement upon the issues of border tax 
adjustments and ‘other fiscal laws and administrative prac- 
tices that have such important effects upon imports and 
exports and the location of commercial enterprises. In this 
connection we should look afresh at the difficult distinctions 
drawn between so-called ‘direct’ and ‘indirect’ taxes. 


Tax incentives 


‘We must consider the proper scope of so-called “ах 
holidays" in developed and developing areas, especially 
when tax incentives are offered for plant investment designed 
primarily to produce goods tor export. 


‘We must seek long-range agreement upon principles 
of non-d:scrimination against foreign direct investment and 
foreign nationals. T'he United States has entered into several 
recent taz treaties that incorporate expanded non-discrimina- 
tion provisions. We hope to extend those provisions to other 
treaties aad to participate in developing guide-posts for the 
applicaticn of the broad concept. 


‘We must consider the effect' of various structures of 
corporate income taxation upon the international business 
community. 


‘We must consider together the impact of the. conduct of 
trade through foreign base companies and other affiliates 
that enable exporters of some countries to enjoy advantages ` 
over others. 


"We must give serious attention to the effect of withholding 
taxes and exemptions for interest payments upon inter- 
national capital markets and the flow of funds. 


*We must improve and expedite co-operative steps among 
the tax administrations of the world to dispose of cases that 
might produce double taxation or might permit escape from 
taxation in any country. In particular, we have taken steps 
to improve our "competent authority" procedures and to 
encourage our citizens and corporations to make use of them; 
and we have actively pursued understandings with other 
nations regarding exchange of fiscal information to combat 
tax evasion. 


For the first subject Dr K. Amonn, professor at the 


· University of Berne, acted as general reporter; the UK 


national reporter was David E. Richards, manager of the 
Mercantile and -General Reinsurance Company, and a 
member of the committee of the British branch of IFA, 
For the second subject the general reporters were Professor 
Stanley Surrey, of the Harvard Law School (formerly 
Assistant Secretary for tax policy, US Treasury 1961-69), 
and David К. Tillinghast, The UK national reporter was 
David Е. A. Davidson, ғ.С.А., a partner in Arthur Andersen 
& Co and a member of the committee of the British branch 
of IFA. 


Investment trusts 


'This was not the first occasion that an IFA congress had 
discussed the fiscal problems of investment trusts. The 
1962 congress at Athens had discussed the subject and the 
Athens resolution called for fiscal transparency. Dr Amonn 
pointed out that despite an obvious intention to develop 
fiscal transparency in many countries, there was a wide gap 
between theory and practice. Attempts were being made 
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throughout the world to eliminate double taxation of the 
income and investments of international trusts, irrespective 
of their legal form. 

In the general debate on the subject of international 
trusts, contributions were made by Professor Van der 
Tempel (Netherlands), Reginald Bradshaw (UK), Derek 
Gray (UK), Dr Vogelaar (EEC), George Gilmer (OECD), 
` W. M. Kerscher (Germany), Dr Ryser (Switzerland), Dr 

Lusser (Switzerland), Dr Friedman (USA) and Carmen 
de la Roche (Venezuela). Dr Leif Muten, senior fiscal 
adviser to the International Monetary Fund, presided over 
the debate. . 
In the resolution adopted by the congress on this subject, 
it was emphasized that the setting-up of international 
investment trusts should not, irrespective of their legal 
form (whether contractual or incorporated), cause any 
substantial change in the level or distribution of the tax 
burden on the yield of the investment. Capital gains realized 
on investment should only be taxed at the level of the 
holders of shares and units. There should be an independent 
right of relief from withholding taxes, provided the trusts 
are subject to regulations providing security for investors, 
provided there is substantial distribution of income, and 
provided there is either personal tax on the unit-holder 
shareholder, or a withholding tax at source in the trust's 
country of residence. It was suggested that these matters 
should be studied by the OECD, which should submit 
concrete proposals on the subject. 


Disputes between governments 


The general report on the second subject, relating to alloca- 
tions of income and expense, referred to the resentment of 
taxpayers who objected to having their business trans- 
actions examined and second-guessed by tax authorities. 
The hapless taxpayer with ‘allocated’ items is the ham in 
the sandwich, the toad beneath the harrow, caught in 
disputes between governments which generally do not 
even attempt to see eye to eye with each other, and who 
rarely even attempt to set international standards for going 
about their own business. 

In the general report, it was pointed out that the British 
tax authorities made few formal attempts at reallocation, 
but rather made use of an 'in terrorem' approach based on 
formal powers rzrely applied. In the general debate, Pro- 
fessor Wheatcroft strongly criticized the whole philosophy 
of the general report and said that, tax avoidance apart, 
he disagreed with the arguments used by Professor Surrey. 

Even the general report itself recognized the feeling in 
many countries that arm's length prices and fair market 
value were matters often difficult to determine, and that 
tax authorities should proceed with caution. 

It was clear both from the general report and the 
national reports that the idea of reallocation is largely a 
North American disease, developed originally in the USA 
and transmitted to Canada. There was much hostile com- 
anent in the general debate on the so-called principles and 
also the practice of allocation. 

A special panel was set up during the general debate, 
under the Chairmanship of Professor Hellerstein (USA), 
and it included Professor Oberson (Switzerland), R. D. 
* Btown (Canada) Dr Becker (Germany), Pierre Kerlan 
(France) and Dr .Lopez (Argentine) Apart from Mr 
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Brown, of Canada, the panel gave the idea of reallocation 
very little support. 


Double taxation 


In the resolution which was adopted on the question of 
‘reallocaticn’, it was recommended that mutual consulta- 
tion and agreement between the relevant government 
authorities be further developed and broadened, and that 
appropriate international organizations such as IFA, 
OECD, EC, and the UN should study developments on 
the subject and develop international consultation in 
appropriate cases. There was also a recommendation that 
economic double taxation should be avoided and that to 
this end cue regard should be paid to the effects of re- 
allocation :n other countries. Due attention should be paid 
to relevan- international tax standards. This pious hope 
merely expresses politely the idea that what is joy to one 
governmert may not be quite so happy for another and 
that, in any case, the hapless taxpayer who is ‘reallocated’ 
has nothinz but grief. 

At the close of the congress, the retirements of Dr 
Mitchell Carroll as President, and of Professor Schreuder 
as Senior Vice-President were announced. Tributes were 
paid to the outgoing officers for their long and devoted 
service to IFA. Dr Carroll was presented with the gold 
medal of I7A by Dr Paul Garner and was elected Honorary 
President гог life. Professor Schreuder was presented with 
the silver гледа! of IFA by Alun С. Davies and was elected 
‘a member of honour’ for life. zi 

The General Assembly elected the Baron van Houtte 
(Belgium) as its incoming President, and elected as Vice- 
Presidents. Dr Paul Garner (Switzerland), Alun G. Davies 
(UK) and Dr Robert Bechinie (Austria). In accepting the 
Presidency, Baron van Houtte said of IFA that ‘it is not 
merely an international union of taxpayers, nor again is it 
an international conference of tax officials, nor a congress 
of academics plunged in fiscal problems of a theoretical or 
abstract kind. It is much more than that. It serves as a 
forum where lawyers and tax consultants, officials, pro- 
fessors anc specialists in public finance can pool the results 
of their stu dies and their experience and together seek the 
most equitable and economically sound solutions to the 
major tax problems of today... . The 50 or so volumes of 
Cahiers de droit fiscal international today constitute 
what is doubtless the most extensive collection of studies 
available ол the subject’. 


Social programme 


During the congress, receptions were held at the Smith- 
sonian Institution апа the National Gallery of Art. A 
concert was given at the Lisner Auditorium at which 
Leontyne Price of the Metropolitan Opera sang with the 
National 3ymphony Orchestra conducted by Arthur 
Fiedler. Participants were taken on a visit to Williamsburg, 
the restored capital of colonial Virginia. Ladies were 
received at the White House, and were taken on conducted 
tours of Washington and to fashion shows. At the close of 
congress, tiere was a dinner-dance at the Shoreham Hotel. 

Future congresses are being arranged as follows: 
-Madrid (1972), Lausanne (1973), Mexico City (1974), 
London (1675), Jerusalem (1976), Vienna (1977) and Buenos 
Aires (197). 
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Money Supply and the 
Financing Decision 


NE of the features in the field of financial management 

in the last decade has been the attention devoted to 
the choice between debt and equity in the financing 
decision. Sparked off by Gordon Donaldson's 1962 analysis 
of the role of debt in corporate financing,! it was given a 
further push by the introduction of corporation tax in this 
country which focused management's attention upon 
the advantages and problems in the use of debt. 

In the intervening time, discussion has largely centred 
upon ‘measuring the effects of debt financing upon the 
earnings per share (EPS) and the implications for risk 
through appropriate measures of debt capacity. This has 
been looked upon both from the practical point of view 
of problems of measurement and the more theoretical 
aspects of devising an optimum capital structure. The 
framework for the decision has largely been that, above the 
financing ‘break-even’ point, debt will provide a higher 
EPS value and will be used until risk brings in a limiting 
factor. 

Recent work indicates that this analysis might not be 
deep enough to cover all likely situations, and in particular 
tight money and easy money conditions may need differen- 
tiating. In an article entitled, “Tight-money Financing’ 
which appears in the September/October 1971 issue of the 
Harvard Business Review, Robert F. Vandell and Robert M. 
Pennell set out an interesting analysis of the effect of the 
money supply situation on the EPS values and some of the 
implications of this for growth rates in EPS values, income 
for shareholders, cash-flows, debt capacity, and the ongoing 
flexibility in future financing. This article raises important 
issues which should be studied by both corporate planners 
and academics. 


Tight or easy money 


Typically an economy passes through alternate periods of 
credit constraint and an ample supply of funds. The dura- 
tion of each stage of the cycle may vary at different times, 
but sooner or later will change from one state to the other. 
For the corporate financial planner, this poses a number of 
questions. When the cost of new funds is high should he 
use short-term funds to tide over until costs come down? 
Is a level of debt, which is appropriate in times of easy 
money, right when money is tight? Should new projects 
be postponed to reduce the demand for funds? 

One thing is quite clear: closer attention should be given 
to the timing of funding operations. The differences in cost 
are significant enough to warrant a full analysis of the 
implications of fund raising in different conditions. 


1 Gordon Donaldson, ‘New Framework for Corporate Debt Policy: A 
Harvard Business Review, March/April 1962. 


by М. G. WRIGHT, B.Com., A.C.C.A., F.C.1.S. 


Secondly, certain types of security issued when there is an 
ample supply of funds, such as convertibles and warrants, 
may suffer extremely ey? in the following period of 
credit constraint. 


Dilution of earnings 


Let us examine the implications for EPS values under the 
different money supply conditions. Using as an example 
the data for an imaginary company given in Figure 1, we 
can explore the relative advantages of financing through 
debt and equity in either condition. 


FIGURE 1 
Financial Data 
Initial capital employed — £1 million 
Ratio of debt to capital employed — 40 per cent 
Number of ordinary shares — 100,000 
Return on capital employed — Average 15 per cent 
— Best 20 per cent 
| — Worst то per cent 
Dividend policy – Distribuie бо per cent of earnings to the 
nearest 1p below. Dividends not reduced unless they would 
absorb more than 80 per cent of earnings. 
Tax at 50 per cent 
. Easy money Tight money 
P/Eratio .. КЕ га nce 20 15 
Interest rates .. 7 per cent 10 per cent 
New issue discount on current price 6 percent ro per cent 
New funds required £100,000 


The likely EPS values for the four alternatives are shown 
in Figure 2 (overleaf). Here the present EPS values are first 
computed, i.e., before the current financing operation. In the 
next stage the details of each possible financing choice is 
explored : the number of ordinary shares that would need to 
be issued for each of the two equity choices, and the 
increased cost of interest in the debt issues. These show that 
in easy money conditions the EPS values would be reduced 
to 54:5p and 52-2p for debt and equity respectively, reduced 
in tight ‘money conditions to 53p and 514p. ` 

This shows, as one would expect, that the debt alter- 
natives have higher EPS values than the corresponding 
equity issues. What is interesting to note, however, is that 
the differential between each pair is much lower in tight 
money conditions. In easy money conditions, equity 
reduces EPS at a 66 per cent higher rate than debt (10 as 
against 6-03 per cent). In tight money conditions, this is 
reduced to 33 per cent. It should also be noted that the 
dilution effect of equity under easy money conditions is 
IO per cent, against 8-6 per cent for debt in tight money 
conditions, this difference being of almost СЕН - 
proportions. ; 
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FIGURE 2 
Effect on EPS of Financing Alternatives 
A. Existing 0005 
EBIT Я 150 
Interest (taken as 8} per cent) 34 
EBT . v3 116 
Tax at 5o per cent .. 58 
EAT .. 58 
(a) EPS (58,000/ 100,000) 58p 
B. Financing alternatives Easy money Tight money 
Debt Equity Debt Equity 
Equity : ; 
' (b) Market price (a) x P/E) А "T — : | 96op — -870p 
(с) New issue price ((b) X 0:94 and о: 0-90) — 9o2p — 783p 
(d) No. of shares required (£ коб 08/0) — 11,086 — 12,771 
(e) Total number of shares Я 100,000 111,086 100,000 112,771 
Debt: 
(f) Interest on new debt 7,000 — 10,000 — 
(g) Total interest 41,000 34,000 44,000 34,000 
(h) New EBT 109,000 116,000 106,000 116,000 
(i) New EAT 54,500 58,000 53,000 58,000 
(j) New EPS OKA 54'5P 52'2р 53P 51'4p 
(k) Decrease in EPS ((a)-(j)) 3°5P 5:8р 5'ор 6:6p 
(2) Percentage decrease 6-03 10 8:6 II'4 
. 
Longer term implications FIGURE 3 
The data used in Figure 2 assumed that there was no im- Long-term elf EH eres £ 
mediate increase in earnings arising from the new invest- Additional EBT assuming ROCE of 15 per cent 15,000 
ment. If we now assume that this investment produced a joe BAT ур" " ^ 7,500 
return on capital employed of 15 per cent, the effect on Easy money " Tight-money 
EPS is shown in Figure 3. The notable features here are the M DE о ed Рау 
way that tight money brings down the increase іп EPS Now pps 0 | S о pon Pica PR. 
even under the debt alternative, and the question mark that Increase on original EPS .. 4p ID 25р олр 
i$ raised about the expansion itself if it has to be financed Percentage increase .. 6:9 17 31 o:2 


by equity in such monetary conditions. 

'The assumption that was made in these calculations was 
that the return on new investment would come immediately 
at 15 per cent (the median rate). Logically there would be a 


case for re-computing the EPS values using the lower rate 
of return in tight money conditions for the two relevant 
alternatives, and the easy money conditions return on 


FIGURE 4 
Effect on EPS over economic ‘cycle’ 


Year г. 

Percentage return on capital employed Зе st 15 
Capital employed (Доооѕ) | а 25 1,000 
EBIT (£0008) . s 150 
Percentage change each year А 
Easy money — debt i Dh. ta s 
| Interest (£ooos) | .. a IM 41 

ЕВТ $5 ocn vs 109 

EAT » 545 

“EPS ^. 54:5р 


` Percentage change each year 


Easy money — equity : (Based on starting EAT of £ РУМ ооо апа 111,080 shares) 


EPS 52:2p 
Percentage change each year 

Tight money — debt: | 
Interest (0008) .. E EN m 2e 44. 
EBT 53 sx As “a i 106 
EAT 33 => ds va 55 SR 53 
EPS «s in 53p 


Percentage change each year 


T d money — equity: eee on starting EAT of £ 58,000 and nisi а 


5144р 
Percentage change each year 


Percentage change 


Year 2 Year 3 Year 4 Year 5 between years т and 5 
18 20 то 15 
1,050 1,102 1,157 1,216 
18g 220 116 182 21:3 
26 16 47. 57 
41- 41. 41 41 
148 179 75. 141. 
74 89:5 37:5 79'5 
74p 89:5p 375p 70°5p 29°4 
36 21 (58) ` 8 
-69°8p 837p 37P 66-6p. 27:6 
34 - 20 (56) 8o 
44 . 2 4 44 44 
145. 176. | 72 138 
725 ` 88 36 69 
i 5p 88p : 36p бор 30°2 
21 (59) 92 
68-7р 82:5p 36'4p 65'6р . 276 
34 20 (56) . 80 
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What price a partnership 
when one partner 


is disabled? 


The probability of | disability is much greater than the 
chance of death between the ages of 35 and 65. 


. This could mean a major asset in a partnership—namely 
one of the partners — becoming a continuing liability 
because of serious illness or disability. 


International Life has designed a new insurance policy to 
offset the worst financial effects on both the business and. 
‘individuals of a partner's disability. 


Called the Disability Buy-Out it is an addition to the well- 
established practice of funding a Buy-Sell Agreement. 


This combination strengthens each partner's position by 
enabling continuing partners to purchase the shares of 
the disabled partner at tun and fair agreed value over a 
five year period. 


Payment is provided through the Disability Buy-Out 
Policy which is an insurance capital plan so there is no 
tax liability except on any buy-out capital gain. 


It can remove any need to withdraw money from the 
business. 


` Normal Commissions to sited agents. 


AA Life 


For further information please contact E. A. F. Howard, Manager, Accident & Health, 


The International Life Insurance Company (U.K.) Ltd., 
International Life House,- 1 Olympic Way, Wembley, Middlesex, HA9 ONB. Tel: 01 -902 8876 
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Meet some prosperous senos of Shield Factors’ ‘Cash Flow Club? 





Accountant, horticulturist and the Club’s most 
- popular member because: 


“Pye made many a stunted business flourish by 


introducing it to Shield Factors. Whole crops of bad debts 4 


have been wiped out, liquidity has been increased and the 
Companies’ finances have become self-fertilising." 7 


Capable man, Harry Brown, ` 
Professional Accountant. With his 
financial expertise and horticultural 
interests it’s no wonder he’s known in 
the Club as ‘Capability’ Brown, after 
his illustrious 18th century namesake. 
As an independent Accountant and 


‘Auditor he regularly gets an insight into 


a wide variety of businesses. He has 
seen at first hand how shortage of _ 
capital blights expansion, bad debts eat 
into prosperity and companies are 


· robbed of the full harvest of their 


labours due to circumstances within . 

their control - if they only knew how. 
He's told them how. He's introduced 

them to the modern financial technique 

of credit factoring, as applied by 

Shield Factors Ltd. - 


So simple, so effective 
‘It’s really quite simple, Harry | 


: explained to a recent hardpressed client. 
~ fShield Factors pay you cash for your 


B 


ecoünt-apptoved sales and take al. the 


. credit risk. This provides: your conapany 


with a guaranteed cash in-flow every 
month, the amount being dependeat on 
the volume of your sales. Thus bad 
debts are abolished and money arrives 
as regularly as the dawn – to shed 
sunshine all around.’ | 

Shield Factors’ service is not only а 
financial service. Account rendering and 
collection costs become last season's 


: memory because you have only one 


account — Shield – who need no 
prompting. This trims back ledger- 


_ Keeping expenses and frees staff for 


really productive work. After all, Shield 


; have taken over virtually all the 


wearisome book-keeping. 

‘Capability’ knows too that Shield, 
being independent, can complete 
negotiations speedily, and that all their 
clierits’ problems and requirements ` 
receive equally prompt treatment. 

You'll be meeting more members of 


Capability’ Brow 









the ‘Cash Flow Club’ in these pages. . 
They assemble, in spirit only, at Shield 
Factors--the Free House. Join them and 
obtain all the advantages of 
membership for your Company. 


И Details of Shield service are 

E given in this booklet ‘Crédit . 
Factoring’, a copy of which : 
is waiting for you. 
Write or phone (asking for 
the Development Manager) . 
and it will be sent to you 
by return. 


SHIELD FACTORS LTD 


- owned by N. M. ROTHSCHILD & SONS LTD 


ANGLO-AFRICAN SHIPPING CO (SA) LTD 
"с. T. BOWRING & CO LTD 
- EAGLE STAR INSURANCE CO LTD 
INDUSTRIAL & COMMERCIAL FINANCE: 


S^ c CORPORATION LTD 





KLEINWORT BENSON LTD 


Plantation House i, : 
MincingLane,LondonEC3M 3LE 
Phone 01-623 3701 
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capital for the other two. These would of course only be 
relevant for the period until money supply conditions 
change again. 

One should also look at the figures again on the basis that 
new investment only gradually produces an increase in 
profit and that the business passes through a normal cyclical 
pattern. Figure 4 (on previous page) assumes that the busi- 
ness reaches its maximum cyclical earnings at a rate of 
20 per cent on capital employed in year 3 and in the 
following year hits the ‘low’ of то per cent. At the same 
time new investment and retained earnings are put to work 
at the rate of 5 per cent on the previous year's capital 
employed. 

On a basic growth in earnings before interest and tax 
(EBIT) of 21:3 per cent between years x and 5, it can be 
seen that t:ght money conditions produce a higher growth 
rate when debt is used and the same rate when equity is 
used, while at the same time there is not a large difference 
in growth rates under the different conditions over the 
period. 

The difference in growth rates needs explaining, since 
one would expect higher interest costs and the need to 
issue more shares to raise a given sum to reduce the rate of 
growth. The reason is that high interest costs increase the 
proportion of EBIT taken in interest, and there is therefore 
a higher gearing in terms of profit and loss account figures. 
This is shown in Figure 5.where a hypothetical company 
with earnings of Хто and different levels of interest cost 
would provide a growth in EPS of 75 per cent if interest 
costs are only £2, but a growth rate of 150 per cent Е they 
are £6. 


FIGURE 5 
Profit and loss account gearing 
Percentage 

Low interest cost .. Ps .. Yearr Yearx increase 

EBIT  .. zs a .. 10 16 60 

Interest .. $8 * e 2 2 

EBT 8 14 

Tax 4 7 

EAT 4 7 

EPS (assume то ordinary shares) 40p 70p 75 
High interest cost 

EBIT 10 16 

Interest .. 6 6 

EBT 4 то 

Tax 2 5 

EAT 2 5 

EPS we eae bare .. 20p - X50 


wn 
0 
ке) 


Effect on shareholders 


This should be considered from two, points of view: 
first, which financing alternative will produce the most 
stable pattern of earnings, with the possible consequences 
that this might have for the price/earnings ratio, and 
secondly, how it might affect the pattern and total amount 
of dividends. 

If we examine Figure 4 again we can see that the kay 
of EPS has been little affected either by the type of finance 
used or by the money position. THe year by year percentage 
movemert of EBIT has been, increased by the debt 
financing, but, compared with the percentage movement 
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related to the already existing debt position as reflected in 
the equity alternatives, the change caused by the present 


' financing decision would be marginal. This causes specula- 


tion as to how sensitive EPS really is to gearing, and 
whether or not other causes should be sought to explain 
EPS volatility. 

The position as to dividends is Blond in Figure 6. Taking 
the policy set out in Figure 1, this indicates the level of 
dividends that would be paid each year and the total over 
the period. While the total sum paid out as dividends would 
be greater under the equity alternatives (since there are 
more shares issued in that case), the amount per share 
would be less. 

FIGURE 6 
Effect on Dividends 
(pence per share) 
Year Year Year Year Year Total 
I 2 3 4 5 


Easy money: 
Debt x wc 32 44. 53 30 42 201 
Equity .. Sa 335 41 50 29 40 IQI 
Tight money: 
Debt, .. «n; Ca 43 52 28 41 195 
Equity .. .. 30 41 49 29 39 188 


One must also question the relative values of the higher 
total dividends under the debt alternatives села the 
higher risks that are assumed. 


Cash-flows and risk 

The authors of the Harvard Business Review paper analysed 
the cash-flows in depth and came to the conclusion that the 
patterns were remarkably similar whichever financing | 
alternative was examined. Since risk analysis is focused 
upon the ability of the company to meet its obligations, the 
most. relevant factors are the quality and stability of its 
earnings. Risk will, however, be affected by both the choice 
of type of funds used and the economic conditions. 

Since adding to the amount borrowed will automatically 
increase the debt burden, then it will bring the company 
higher up the risk scale. At the same time if interest costs 
are high, then the increased interest cost itself will absorb 
a part of the potential debt capacity and bring the business 
into a higher risk category. In the range of interest costs 
postulated in Figure 1, the ro per cent rate will absorb 
nearly half as much again as the 7 per cent rate. Given that 
the company has £300,000 available to service debt this 
could support over £4} million debt at 7 per cent but only 
£3 million at 10 per cent. This impact upon debt capacity 
is probably the most significant effect of high interest costs. 


Conclusion. 


There are a number of lessons to be drawn from our recent 
period of high interest costs. One of these is that aggressive 
use of debt in the capital structure should perhaps be 
approached with more care than was previously thought. 
It must also be borne in mind that flexibility and timing in 
the raising of long-term funds is of the utmost importance. 
This will only be achieved by suitable long-range planning 
of capital needs, allied with suitable contingency planning 
to meet cash needs arising from unexpected shortfalls in 
earnings. Above all, there is the lesson that changing money 
markets do have implicatións for corporate earnings and 
financing and for shareholders' values. 


552 


THE 
ACCOUNTANT 


October 21st, 1971 


Variation of Shareholders‘ Rights 


by G. R. BRETTEN, M.A., LL.B., Barrister 


Where a company's capital is divided into different classes of shares, the articles of 
association invariably protect the rights attaching to the various classes by providing that 
they may not be altered except by. following the procedure set out in a ‘modification of 
rights article’. Where a procedure is prescribed, section 72 of the Companies Act 1948 


operates to protect further the rights of shareholders. 


T model for modification of rights provisions currently 
appears as article 4 in Part I of Table A in the First 
Schedule to the Companies Act 1948. That article reads: 
‘If at any time the share capital is divided into different 
classes of shares, the rights attached to any class (unless 
otherwise provided by the terms of issue of the shares of that 
. class) may, whether or not the company is being wound up, 
be varied with the consent in writing of the holders of three- 
fourths of the issued shares of that class, or with the sanction 
of an extraordinary resolution passed at a separate general 
meeting of the holders of the shares of the class. To every 
such separate general meeting the provisions of these regula- 
tions relating to general meetings shall apply, but so that the 
necessary quorum shall be two persons at least holding or 
representing by proxy one-third of the issued shares of the 
class and that any holder of shares of the class present in 
person or by proxy may demand a poll.' 

It will be apparent that whether the written consent of 
the members is.sought or a separate class meeting is called, 
a variation of class rights can be effected pursuant to a 
regulation modelled on article 4 only with the consent of a 
significant majority of the holders of shares of the class 
affected. An extraordinary resolution for this purpose 
requires a majority of not less than three-fourths of the 
members of the class as vote in person or by proxy (Com- 
panies Act 1948, section 141 (1). The provision as to 
quorum in article 4 meets the standard of the Stock Ex- 
change Regulations which require that the quorum for a 
separate class meeting (other than an adjourned meeting) 
to consider a variation of the rights of any class of shares 
shall be the holders of at least one-third of the issued shares 
of the class. 


What amounts to ‘variation’ 

Since article 4 applies only where it is proposed to vary 
rights attached to any class of shares, it is necessary to 
consider what constitutes a variation. Some guidance is 
given by section 72 (6) which provides that, ‘variation’ 
includes abrogation. It may be assumed that the term bears 
the same extended: meaning in article 4, and that it would 
be similarly construed in any modification of rights 
regulation. 

Reference to reported decisions shows that the Courts 
have generally restricted the operation of modification of 
rights clauses. For instance, in Re Mackenzie & Co Lid 
([1916] 2 Ch.D 450) where preference shareholders had 
no priority as to return of capital but were entitled merely 
‘to a fixed cumulative preferential dividend on the amount 
of capital from time to time paid up on their shares, it 


was held taat a reduction of capital involving a rateable 
reduction on all classes of shares was not an alteration of the 
rights of the preference shareholders requiring their consent 
under a modification of rights clause. A change in the place 
for payment of dividends due to ‘A’ stockholders from 
England to Australia, with the consequence of some loss to 
stockholders by reason of the operation of exchange rates, 
was thought by Lord Tomlin in Adelaide Electric Supply 
Co Ltd v. Prudential Assurance Co Ltd ([1934] AC 122, 
at p. 147) mot to constitute a reduction in dividepd or an 
interference with any preference or priority of such stock- 
holders. 

The sub-division of one class of shares so as to alter the 
distribution of voting power in the company has been held 
not «о ђе a variation of the rights attached to another class 
of shares in the company (Greenhalgh v. Arderne Cinemas 
Ltd ([1946] x All ER 512)). In Re John Smith's Tadcaster 
Brewery Co Ltd ([1953] Ch. 308) it was proposed to in- 
crease the capital of the company by the issue of ordinary 
shares cred ted as fully paid up to the existing ordinary 
shareholders. The rights and privileges of the preference 
shareholders were held not to be 'affected' by the conse- 
quent increzse in the proportion of the voting power in the 
company held by the ordinary shareholders, with the result 
that the consent of the preference shareholders to the pro- 
posed increase in capital was not required. 

The incrzase of capital proposed in White v. Bristol 
Aeroplane Сэ Ltd ([1953] Ch. 65) involved the issue to exist- 
ing ordinary stockholders not only of ordinary shares but 
also of preference stock ranking par? passu with the original 
preference stock. Armed with the new preference stock the 
ordinary stockholders would have a majority over the 
holders of the original preference stock. Yet it was held 
that the proposed increase of capital would not as a matter 
of law ‘affect? the rights or privileges of the original 
preference stockholders, although those rights might be 
affected in a business sense. 

The last case which falls to be considered in this connec- 
tion is Rights & Issues Investment Trust Ltd v. Stylo Shoes 
Ltd ({1965] Ch. 250).. There, on the occasion of an increase 
in the issuec share capital of the company, it was decided 
to ensure the continuity of management.by doubling the 
voting rights of the management shares. The company 
passed a spezial resolution to this effect and the consent of 
the ordinary shareholders at a separate class meeting was 
in fact obtaired. Pennycuick, J, holding that the resolution 
was valid, apparently took the view that the alteration of 
the voting rmhts of the management shares did not affect 


THE 
October 21st, 1971 


the rights of the ordinary shareholders, since he intimated 
that ‘the class resolution was an unnecessary precaution’. 
The above cases may be contrasted with Re Old Silkstone 
Collieries Ltd ([1954] Ch. 169) since there a variation was 
found to have occurred. The company reduced its capital by 
partial repayments to preference shareholders, but expressly 
preserved the entitlement of those shareholders under 
section 25 of the Coal Industry Nationalization Act 1946. 
A resolution was subsequently passed authorizing the 
payment off of the preference shares at par, thereby 
excluding any entitlement under the 1946 Act. The Court 
of Appeal held that the resolution was invalid since it 
modified or abrogated the rights of the preference 
shareholders, whose consent had not been obtained in 
accordance with the company’s modification of rights article. 


Terminology 


It will be apparent from the cases considered that the Courts 
have had to determine the import of words other than 
‘varied’ or ‘variation’. For instance, in White v. Bristol 
Aeroplane Co Ltd and Re John Smith's Tadcaster Brewery 
Co Lid the relevant articles provided that the rights or 
privileges attached to any class of shares might not be 
‘affected, modified, varied, dealt with or abrogated in any 
manner’ without the consent of the members of the class. 
In the latter case, Evershed, MR, commented that it was 


‘unfortunate that those responsible for drafting these . 


regulations seemed apt . . . to string together words without 
pausing to reflect what their joint or separate significance 
might be.’ In fact, the decisions suggest that use of a multi- 
plicity of words in this context serves little purpose; 
conformity with the plain terminology of article 4 of Table A 
is to be preferred. 


Alteration of articles 


Section ro of the 1948 Act empowers a company by special 
resolution to alter or add to its articles. The question, 
therefore, arises whether a company may simply by special 
resolution alter or cancel a modification of rights regulation. 
If this may be done, the majority could then proceed to 
pass a further resolution varying the rights of a particular 
class of shareholders without the necessity for obtaining the 
consent of the members of that class. In the absence of 
· authority this possibility cannot be entirely discounted. 
It is, however, suggested (Palmer’s Company Law, 21st edn, 
at p. 288) that the modification of rights article should itself 
be considered as creating ‘special rights’ which may not be 
us except with the consent of the shareholders affected 
y it. 

Alternatively, it is suggested that the resolution altering 
or cancelling the modification of rights regulation would be 
susceptible to attack under section 210, as being oppressive 
to some part of the members. These arguments might find 
favour with the Court. A further possibility is that the 
proposed alteration to the articles could be attacked as not 
being made bona fide for the benefit of the company as a 
whole (Allen v. Gold Reefs of West Africa Ltd ({1900] 
1 Ch. 656)). 


Statutory protection 


Where a company's articles of association includes a regula- 
tion, such as article 4 of Table A, making the consent of 
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holders of any class of shares a prerequisite for variation of 
rights attached to that class, and in accordance with that 
regulation such rights are varied, section 72 enables the 
Court on application to cancel the variation. The section 
will apply whether or not it is expressly referred to in the 
modification of rights regulation. К 

The application, which must be made within 21 days 
after the date on which the consent was given or the class 
resolution passed, may be made by ‘the holders of not less 
in the aggregate than 15 per cent of the issued shares of that 
class, being persons who did not consent to or vote in favour 
of the resolution’. The word ‘holders’ is to be construed as 
including ‘holder’, so that one person holding the requisite 
percentage of shares may alone bring an application 
(Interpretation Act 1889, section 1; Supreme Court Practice, 
1970 at page 1342; Re Suburban and Provincial Stores Ltd 
([1943] Ch. 156, at page 159). Where shareholders act to- 
gether for the purposes of the section, they may by writing 
appoint one or more of their number to make an application 
on a representative basis. Such authority does not operate 
retrospectively; it must be conferred before the application 
is made (Re Suburban and Provincial Stores Ltd). 

At the hearing of the application, the Court hears the 
applicant and such other persons as apply to be heard and 
appear to the Court to be interested. 


Grounds for disallovvance 


On an application under section 72 the Court is faced with 
the choice of either confirming or disallowing the variation; 
there is no power to amend the variation or to impose 
conditions. The variation will be disallowed if the Court, 
‘having regard to all the circumstances of the case’, con- 
cludes that the variation ‘would unfairly prejudice share- 
holders of the class represented by the applicant’. 

It is clear that dissentient shareholders will not succeed 
on an application merely by showing that the proposed 
variation is on a commercial view disadvantageous or 
prejudicial. The real basis for the Court's intervention is 
the allegation of unfairness. Maugham, J, in Carruth v.. 
Imperial Chemical Industries Ltd ([1937] AC 707, at ' 
page 765) stated the position thus: 

‘It would seem that, if an action is brought, the plaintiffs 
would have to prove at least that the majority have unfairly 
oppressed the minority.’ 

Since there will be no occasion for an application under 
section 72 except in cases where a substantial majority of 
shareholders of a class has consented to or approved a 
variation, it is to be expected that the Court will hesitate 
before intervening. The case in which the Court is most 
likely to disallow a variation is where it appears that the 
majority has some interest in the company other than as 
members of the class and that in respect of that other 
interest some advantage will accrue which will offset the 
disadvantage suffered as class members. In such circum- 
stances those members of the class who have no other 
interests in the company may, appropriately complain 
that the variation would be ‘unfairly prejudicial’ to the class. 


Exercise of voting rights 


It follows from what has been stated above that members * 
of a class should exercise their power under a modification 
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‘of rights regulation to sanction a proposed variation’ of 
rights having regard to the interests of the class.as a whole. 
· There is good authority for this proposition in Re Wedgwood 
< Coal and Iron Co ((1877) 6 Ch.D 627, at.page 635); 
` Allen.v. Gold Reefs of West. Africa Ltd ([1900] 1 Ch. 656, 
' at page 671); and Re Holders Investment Trust Ltd ([1971] 


2 AIL ER 289, at page 294) and The Accountant, June i7th 


last. . 
. The principle is, however, apparently at variance with the 
` notion that ‘the shareholder’s vote is a right of property, 
and prima facié may be exercised by a shareholder as he 
- thinks fit in his own interest’ (per Maugham, J, in Carruth 


v. Imperial Chemical Industries Ltd, at page 765). If the 
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principles are to be reconciled it is only with difficulty 
and on the basis suggested by Viscount Haldane in British 
America Nickel Corporation Ltd ([1927] AC 369; at pages 
373-74): . 

"But their Lordships do not think that there is any real 
difficulty in ‘combining the principle that, while usually a 
holder of shares or debentures may vote as his interest directs, 
he is subject to the further principle that where his vote is” 
conferred on him as a member of a class he must conform 
to the interest of the class itself when seeking to exercise the 

. power conferred on him in his capacity of being a member. 
The secoad principle is a negative опе, one which puts a | 
restrictior on the completeness of freedom under the first; 
without excluding such freedom wholly.’ 









Current Law- 





: ‘Redundancy Pay 


AYMENTS under the Redundancy Payments Act 1965 are 
Р: be calculated by reference to the employee’s remuneration, 
for employment in normal working hours. : : 
. . Several workmen were dismissed in circumstances entitling. 
thém to a redundancy payment. Their normal working week 
| was до hours, and they were also entitled to an allowance in 
respect of travélling time fróm their homes to the remote site 
on which they were employed. They contended that the 
, redundancy payment should be calculated on the amount of 
. their wages including the allowance for travelling time. - 


A local Industrial Tribunal found in favour of thé workmen, | 


but this decision was unanimously reversed by a Court of three 
. judges in the Queen's Bench Division. The key words of 
_· Schedule 2, paragraph 2, of the 1965 Act were remuneration 
*for the normal working hours', and this clearly referred to the 


basic 40-hour-week wage without any addition.in respect of 


travelling time. The travelling allowances, even if ‘remunera- 

tion’, were not remuneration for the normal working hours. . 
'.. N. С. Bailey & Co Ltd v. Preddy & Others ([1971] 3 АП ER 
- 225). ' VS . ANC 
- Divisible Profits | Е 


N relation to а group of companies, a ruling of the House of 


Lords earlier this year indicates that ‘profits’ available for . 


. dividend’ on the ordinary stock of a holding company, may 
' include profits earned by a subsidiary. DE 
S, a key employee, held a valuable option ünder which he was 


entitled to acquire a 4 per cent interest in the shares of the. 


company at an advantageous price, provided that ‘the aggregate 
profits earned during the four years ending August 19th, 1963, 
and available for dividend on the ordinary stock units for the 
- time being issued whether declared or not’ exceeded a certain 
"ә figüre. It was common ground that the profits of the holding 
- company alone did not reach that figure, although it was sub- 


stantially exceeded by the consolidated profits of the holding 
and subsidia-y companies. ` 

In a reserved judgment, the House of Lords unanimously 
agreed that to apply the terms of the agreement to the profits 
of the holdirg company alone did not fit the aim of the agree- 
ment, nor did it correspond with commercial good sense. Under 


| the Compan:es Act 1948, the holding company was required 


to prepare, end had іп fact prepared, consolidated profit and 
loss accounts, and the board minutes of the holding -company ` 
showed clearly that — as one would expect — decisions as to. 
payment of dividends on the capital of the holding company 
were reached after taking into account the subsidiary company's 
profits. Both commercially and in accordance with accepted 


' accounting practice, the consolidated profits were available for 
· those dividends. To limit the application of the agreement to 
'tlie separate profits of the holding company alone would serve 


no discernible purpose. S n | 
Prenn v. Senmonds ([1971] 3 All ER 237): 


Damages. Mitigation .- © | RO 


* ECTION 2 of the. Law Reform (Personal Injuries) Асі 
1948 provides that.damages in respect of loss of earnings 
shall be reduced by~‘one-half of the value of any rights which 
Ћауе accrued ст probably will accrue to him therefrom in respect, 
of industrial -njury benefit, industrial disablement benefit or 
sickness benef t for the five years beginning with the time when: 

the cause of action accrued’. | 
E was injured in a motor accident, due to the-admitted negli- 


‘gence of another driver. She did not, however, immediately 


claim benefit under. the National Insurance Acts, being unaware 
that she was legally entitled to до во, and when a claim was 
eventually made it was disqualified in part as being out of time. 
The defendants argued that E’s damages should be reduced, not: 
merely by onz-half of the:.benefits which she’ had actually 
received (whica was admitted) but also by a further sum of £467 
(being half the value of further benefits which she might have 
received had sae claimed in time). | UM 

_ In the Queen's Bench Division, Mackenna J, rejected. this 
view. ‘Rights’ which were barred by lapse of time were in fact 
valueless, and no deduction should be made for them under 
section 2 of the 1948 Act. Nor could the defendant rely on E's 
general duty tc mitigate her own loss, since a person who does 
not know that she is entitled toa certain right does not act un- 
reasonably in failing to claim it. It was further held that section 
2 of the 1948 Act provided an exhaustive statement of the cir- 
cumstances in which damages might be reduced by reference 
to National Irsurance benefits, апа if the case did not fall 
within that section there would be no ground for any reduction. 
` Eley v. Bedferd ({1971] 3 AlLER 285). ` ` | 
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and Work in Progress 


RAFALGAR HOUSE INVESTMENTS LTD is 

one of our most successful property companies. Last 
year its turnover was £128 million, of which more than half 
came from its contracting interests — all world-famous 
names. 

The balance sheet reveals that work in progress was £206 
million less ‘cash received on account’ of £192 million, the 
basis of valuation being 'anticipated net sale value after 
provision for contingencies and anticipated future losses 
on contracts’. | 

One does not have to be a Sherlock Holmes to realize 
that this £206 million represents the total cost to date on 
all the contracts current; there would be no point otherwise 
in grossing up. It is only in keeping with the textbooks 
whose advice is, briefly, that work in progress be dis- 
covered originally from site cost. This means in practice 
that an invoice for materials delivered to site is posted to 
site work in progress. 

This procedure is, or seems to be, standard practice 
among the larger contracting companies. It is time it 
stopped. It is theoretically unsound — as the writer hopes 
to demoastrate — and, clumsy in operation, since it means 
carrying forward from year to year all costs, direct and 
indirect, incurred on all the contracts which are still on the 
books. 


Work in progress 

Consider what all these procedures involve. Site cost 
consists of three elements: prime cost, site direct over- 
heads, and company overheads. The first two are easily 
discovered, whereas the last will probably consist of an 
annual or quarterly charge. The total work in progress 
figure for each contract will be composed of perhaps a score 
of individual accounts such as materials, plant, transport, 
agents’ salaries and so on. 

For each of these individual accounts of site cost there 
will be a company total or control account, so that there 
can be discovered not only what the site rent for an 
individual contract is, but the total charge to the company 
of all site rents. 

At the end of each accounting period, accruals will have 
to be made for charges incurred but not yet invoiced. 
Liability for materials delivered is a constant headache to 
contract accountants, for delivery notes will go astray. 

The other side of the coin is site or contract income. Here 
the practice is divided among those who take credit only 
on receipt of cash and those who do so on invoicing, which 
means, in general, on certified work done. There is the 
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further complication that some companies take credit, at 
least for the purposes of their monthly accounts, for work 
done since the last certificate on a contract, such credit 
being at cost. 


Certificates 


Periodically the contractor has a meeting with the customer 
or his architect to agree the value of work done, and a 
certificate is raised for the figure agreed. It is always done 
on the basis of total work to date. 

From this figure there is then deducted any retention 
moneys to cover deficiencies should such be applicable, - 
and the amounts paid up on the contract to date. 

This document is in effect a statement which will be : 
honoured within weeks as set out in the contract document. 
The contractor may either debit sales ledger with the 
amount of the certificate and credit work in progress, or ` 
wait until he sees the cheque for it. 

The practice of periodical payments on the basis of work : 
certified to date, less retentions, is in fact universal on large. 
contracts. 


Taking profit 


With some unanimity, the textbooks maintain that no 
profit should be taken on a contract other than on certi- 
ficates. Most would agree that credit may be taken for 
work done since the last certificate, but only at cost. 

As to how much profit, there are wide differences of 
opinion and practice, irrespective of what one's definition 
of ‘profit? on a contract may be. Should it be ‘profit’ as 
estimated, or discovered, or before or after charging 
company overheads? 

Usually a company has its own rule-of-thumb method 
of coping with this problem: for instance, to take no profit 
until the job is half done, and thereafter to take profit in , 
proportion to the percentage of work done. Thus if the 
profit as shown is 12 per cent and the job is 80 per cent 
complete, one would take 9:6 per cent of that profit figure. 
. A little reflection reveals that this is more complicated 
than meets the eye. Contracts may run for several years, 
and in arriving at the figure of profit to take at any time 
one must always think in terms of contract to date, not 
only of contract in the current financial year. 


Auditing 

All this makes life difficult for auditors. Where there is no 
recommended practice, and no unanimity, auditors are ine 
no position to take a firm stand. 
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Consider the possibilities of the situation where a contract 
of £100,000 has been won at 5 per cent profit after providing 
for 9 per cent company overheads. A certificate has just 
‘been received as follows: | 








Value certified to date EA 
Less retention 6,158 
421 

Less paid to date dios 
£19,164 








A fortnight later the company’s financial year ends, at 
which point it is estimated that another £3,421 of work (at 
cost) has been completed. | | 
Alternative turnover possibilities are £65,000 and 
£61,579; some conservative companies might &tick at 
£55,421. The debits to retentions can be on retention 
account, although some accountants leave them in the sales 
ledger. | 
Supposing that the discovered costs to this contract were 
£60,000, the figure which could be included for profit is 
almost anybody's guess — especially if this {60,000 did 
not as yet include anything for company overheads, a 
charge which, as often as not, is left to the year end. 
Assuming that the figure for cost did include company 
overheads, one textbook solution would be two-thirds of 
£1,579. But, had the book profit been higher than estimate, 
the figure might have become two-thirds of 5 per cent on 


£55,421. 


Conservatism l 
Those who run contracting businesses do tend to caution. 
The chairman of one of our more successful companies 
recently produced for his shareholders a four-year moving 
average of his company’s profits which, he told them, was a 
much better indication of its results than the annual 
figures in themselves. 
This does suggest that such ships really are steaming in 
a fog, and anyone who has had anything to do with con- 
tracting figures can only sympathize. Apart from the 
hazards of the job, the weather, breakdowns, deliveries and 
material shortages, there is the physical problem of arriving 
at a reasonable estimate of work done on a large site and 
of timing costs with these when the certificate happens to 
be taken at mid-month. Sub-contractors’ work has to be 
measured to coincide with financial periods, and site 
deliveries are an endless headache to accountants. Further- 
more, estimators apparently will not realize that remedials 
cost money, so that jobs always seem to start off well only 
to grow tarnished. | ; | 
There is the question of distance. Those with jobs 
overseas are particularly handicapped – а situation not 
noticeably eased by currency translations. From the point 
of view of the accountant who has to produce monthly 
figures, there is also the question of time. He has a hundred 
jobs, most of which look stupid and he cannot dig into them 
all and at the same time get next month's figures out. 
Lastly, there is the question of claims. These can often 
be substantial, in which case they are unlikely to be settled 
' until after the completion of the contract. Contracting 
figures are by no means an exercise in simple fact! | 
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Textbook fallacies 


Where the textbooks go awry is that they confuse work in 
progress with discovered cost, and recommend that the 
former be arrived at from the latter. This is bad theory, if 
only because of the errors of omission which can (and do) 
occur throughout the life of the contract. | 

Work in progress is, quite simply, work done not invoiced; 
this is a balance sheet item and has nothing to do with site 
cost; and at selling price, for work not paid for is an asset. 

The profit or loss on the contract is something quite 
different, and once this is realized one can then relate 
contracts to the current financial year. The practical 
application of this is that, instead of posting an invoice for 
goods delivered to site to work in progress account, it is 
simply posted to materials account. Each contract account 
becomes a miniature profit and loss account instead of a 
work in progress account, and at the end of a financial year, 
instead of carrying forward total costs and total income 
(adjusted for any profit taken or loss written off) the only 
carry-forwards are the necessary accruals. 

Work in progress account becomes a control account, of 
which the balance is the total of all work done on individual 
contracts not yet invoiced. It will be necessary to have an 
invoice book and when a certificate is received ag internal 
invoice must be raised. 

Suppose a job is started in January. At January 31st it 
is estimated that £2,500 has been done. In mid-February a 
certificate is received for £4,650 less 10 per cent retention, 
giving a net £4,185. 

Raise an internal invoice and enter it into a sales day- 
book with three columns: invoice (£4,185); gross (£4,650) 
and retention (£465). Debit sales ledger with the entries in 
column one, and at the end of the month credit work in 
progress with the total of column two and debit retentions 
with that of column three. 

At the end of February, it will be necessary to get a 
further report on the value of work done to date on indi- 
vidual contracts which, less the previous figures as at 
January 31st, becomes the turnover for February. 

Profit-taking: becomes automatic, since a job is debited 
with costs and credited with the full value of work done. 
Where the need for caution arises, it can be met by a specific 
provision against contingencies. 


Conclusion 

The textbooks on contract costing are in error in that they 
do not differentiate between job cost and job work in 
progress. The two figures are quite different, and the latter 
is work done, at selling price, not invoiced. 

The effect of this error is that those who pursue textbook 
methods carry forward costs and income on jobs for years until 
the job gets finally cleared up, whilst site accounts become 
work in progress accounts instead of profit and loss accounts. 

Contractors are unduly pessimistic about their results. 
There may be good reasons for caution but, in the writer’s 
opinion, better accounting methods would result in better 
control. If, for example, instead of always considering the 
results to date they would look at those of each individual 
month, they might get a surprise. 

The accounting profession is not having a very good 
press these days. Here is one facet which could do with some 
better standard practice. 
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Image of the Internal Auditor 


TUE monthly luncheon ‘needing of the London Chapter 
of the Institute of Internal Auditors was preceded, on 
Wednesday of last week, by a debate on a theme which 
was plainly intended to provoke controversy. Over 30 
members of the chapter attended to hear Mr N. A. Smith, 
M.B.E., T.D., F.C.A., 
internal auditor is Jack-of-all-trades and master of none.’ 
The resolution was opposed by Mr A. Wilson, F.C.A., a 
partner in Price Waterhouse & Co. 


Not derogatory 


Mr Smith argued that, in the present context, the expression 
‘Jack-of-all-trades’ should not be regarded as derogatory. 
If the internal auditor was to render a proper service to 
management, he must be able to function effectively i in any 
environment, and although his basic training was often 
that of an accountant it was necessary for him also to develop 
other skills if he was to show himself equally at home in the 
office, on the factory floor, in the store room, or in the 
salesman's van. То this extent he must show some knowl- 
edge of all trades, though he could not be a master of them 
all. 

Mr Wilson replied that he was old-fashioned enough to 
believe that a person, such as an auditor, discharging a 
critical function should also be capable himself of doing 
the job which he criticized. He did not accept Mr Smith's 
interpretation of the motion, and he suggested that the 
internal auditor should be a master of his own calling – 
that of internal audit, which was now emerging as a separate 
profession in its own right. 

Some members were clearly reluctant to accept Mr 

. Smith's thesis that the expression 'Jack-of-all-trades' was 
not necessarily uncomplimentary, and оп а show of hands 
the resolution was defeated by 19 votes to 13. 


Role of operational research 


After the luncheon, Mr К. C. Tomlinson, M.A., D.I.C., 
F.LS., spoke on ‘Operational research as a management 
service.’ The skill of operational ‘research – sometimes 
known in other quarters as ‘operations research’ or ‘орега- 
tional analysis’ — was the use of scientific methods to study 
problems leading to better management decisions. He gave 
several examples of this from his own experience with the 
National Coal Board, including the development of under- 
ground alarm systems, the use of alternative materials for 
conveyor belts which resulted both in economy and in an 
improved safety factor, demand forecasts and distribution 
patterns. 

The National Coal Board maintains the largest industrial 
operational research team in the country, providing a 
service to the Board’s 17 areas, its headquarters depart- 
ments and ancillary divisions, as well as undertaking 


propose the resolution “That the | 


Jack-of-all-trades? 


Mr N. A. Smith, M.B.E., 
T.D., F.C.A., who pro- 
posed the resolution, 
is a Director-at-Large 
of the institute of In- 
ternal Auditors. 





external consultancy work. A close link is maintained with 
management in each field of work, and, it was essential, 

said Mr Tomlinson, for OR to have access at the point 
where the decision is taken. He also contrasted operational 
with technical research, and recalled an early trial of radar 
in which the equipment functioned correctly, but — because 
it was not being properly used – the raiding aircraft were 
not intercepted. This clearly was an operational rather than 
a technical problem. 


Management services 


Mr Tomlinson suggested that several professions — in- 
cluding inedicine, the law and (to a lesser extent) account- 
ancy — had sought to establish their own ‘closed shop’, and: 
were resentful. of: all attempts by others to intrude upon 
their particular skill.-Operational research, he claimed, 
could not function on an isolationist basis, and the Opera- 
tional Research Society, with a UK membership of over 
3,000, was an 'open society' rather than a closed profes- 
sional group. | 

То succeed, operational research should be regarded as an 
extension of management and not something apart from’ 
it. There was too little understanding of the ' management ` 
services concept’, which showed signs of becoming’ one 
of the shibboleths of today. In recent years, many, specialists 
had claimed that they could make a wider contribution tQ 
the firm than their organizational position allowed; 
followed in some cases by a claim that their particular 
specialization should be responsible for a wider range of 
work, leading to conflict and confusion. It was a fallacy 
to believe that the conflict could be resolved by putting. 
these disparate specialities together under one nominal 
head;.it might reduce the amount of conflict that senior 
management had to resólve, but it could seldom provide a 
better overall service. _ 

The function of operational research could most simply 
be described as ‘problem solving’, and this should be seene 
as a prime managerial requirement. 
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Three Sources of Growth for AGB Research 


GB RESEARCH, as befits a company that helps companies 

to grow through the application of market research, has 
itself grown in no mean manner. Turnover, a mere £66,647 in 
1962-63, was £1,946,734 in the year to last April, with a 
1962-63 loss of £6,021 translated into a past year profit of 
£300,685. At the recent annual meeting, 1971-72 was con- 
fidently predicted to be another year of record results. 

The growth since the inception of the group in 1962 has been 
particularly based on the concentration of effort on continuous 
services syndicated under contract. Establishment of such 
services calls for considerable investment, but once established 
such a service enjoys a franchise difficult for a potential com- 
petitor to undermine. 

There are currently three sources of growth. The first in the 
survey of the chairman, Mr W. F. M. Maddan, is the expansion 
of existing services from increased turnover and improved 
margins. The group's existing major services syndicated under 
contract – the Television Consumer Audit, the AGB Home 
Audit and the JICTAR Television Audience Research Service — 
have good growth potential with particular emphasis оп the 
Television Consumer Audit. 

The second is the launch of new services such as the AGB 
Family Purchase Audit and the AGB Computer Microprint 
service, and the third is growth through acquisitions. 


More subscribers 


Continuous syndicated services constitute by far the greater 
part of the group's business. AGB Home Audit's clients in the 
majority are manufacturers of consumer durable goods, while 
in the Television Consumer Audit, subscribers in the first six 
months of 1971 increased from 88 to 110 major manufacturers. 
The range of product fields measured has been increased from 
56 to 62 and important contributions to marketing theory and 
practice have been made by the division working in consultation 
with clients. These include studies of below-the-line activity 
and price-cutting in selected markets, price ‘segmentation 
studies and reports on the effect of decimalization in the first 
half of the year. 

AGB operates IT'V’s audience measurement service based on 
the SET'meter – an instrument developed by AGB to record 
when a 'I'V set is switched on, to which station and for how 
long. This is installed in a national sample of 2,650 homes. 

Recording equipment is being developed to cater for future 
requirements in television and other areas where electronic 
methods can be used. A new service called ‘IMPACTS’ has 
been developed in conjunction with ІТТ Data Services to 
enable clients to interrogate by computer terminal in their own 
office a central data bank of both readership and television 
viewing information. 


Family purchases 


Acquisition last March of a go per cent stake in KBMS Ltd 
took the group into research services in specialized fields such 
as motor-cars, motoring accessories and baby products, as well 
as regular measurements of the savings and investment markets. 
Medical Surveys is a KBMS subsidiary supplying a number of 
services to pharmaceutical manufacturers based on information 


provided by general practitioners, hospital doctors and special- 
ists. À large proportion of its revenue comes from continuous 
surveys suck as the Medical Opinion Index. 

À new continuous service launched by AGB itself, the 
Family Purchases Audit, covers a range of goods and services 
bought and 1sed by families which were not formerly covered 
by a nationa. syndicated continuous market research service. 

A sample of 15,000 homes is being surveyed every three 
months to provide full information about the acquisition of all 
products in tne selected fields. The service reports on purchases 
of furniture, bedding, carpets, floor coverings and so on. 

A double-page opening in the AGB Research report is given 
over to listing ‘recent clients’. Some 300 of these range from the 
Department of the Environment and the United States Depart- 
ment of Agrizulture to TV Times and the Теа Council. 

• 
Computers 


Market research on this scale would be virtually impossible 
without comouters, and offering to outside clients the high 
standard of cata-processing available within the group is part 
of AGB's business and part of its development. A major recent 
move has been the installation of a Datagraphix 4060 machine 
which accepts almost any form of computer tape. The process 
offers major economies in paper costs, computer time and 
storage space and opens new opportunities for low-cost retrieval 
systems. The AGB intention is to build up a client list initially 
from companies who own their own computer and also already 
buy other services from the group. 

Control of AGB Research is in the boardroom where at . 
April 3oth the four directors each owned 459,456 shares either 
directly or through their families. There is no sign of any 
inclination to dilute the boardroom holdings. 

At the annual meeting when, as already stated, another year 
of record resu ts was forecast, Mr Maddan gave an example of 
how growth in services is being achieved. The company has 
launched the Toiletries and Cosmetics Purchasing Index and 
already four of the biggest manufacturers — Chesebrough Pond's, 
Reckitt and Colman, Gala Cosmetics and Yardley have signed 
agreements to subscribe for regular information on this £150. 
million market. The Toilet Preparations Federation estimates 
that there are more than тоо manufacturers in the field and 
obviously the same number of possible clients for the Index 
service. 


Park Cake 


HE profess:on is strongly represented on the board of Park 

Cake Bakeries through Mr Н. D. Leete, F.c.a., the chair- 
man, Mr № С. К. Lumb, F.c.a., the secretary, and Mr Е. 
Dewhurst, F.C.C.A., A.C.W.A., A.T.LI. Mr Dewhurst was ap- 
pointed to the Foard during the year to last June while retaining 
his appointmen: as Raw Material Controller, in which capacity 
he has served tke company for many years. 

Park Cake's principal customer is Marks & Spencer and 
Mr Leete ackrowledges that company's 'readily given and 
helpful advice’. The advance in turnover from {5-81 million 
in 1969-70 to 47-45 million in the past year was also due to 


i | ТНЕ 
October 21st, 1971 


development of new lines’, the ‘high quality’ of the company’s 
products and ‘the very high morale’ of the sales force. 
. Park Cake certainly has a strong growth record in an industry 
where there have been considerable problems. Demand for 

Park Cake's products, however, entails a large programme of 
development and a new bakery is to be built and equipped at 
a cost of £500,000, with finance coming through a ‘2 for 5’ 
rights issue. | 

Mr Leete is confident that the current dividend level of 14 
per cent will be at least maintained this year, and looking a 
little further ahead he is budgeting for turnover of more than 
£10 million in 1972-73. Past year, pre-tax profits were £302,513 
against £205,267. 

It is unfortunate that the company’s sales and earnings 
growth performance is not set down in an historical record in 
the report. 


‘Dallas Property 


ALIENT figures and a ten-year record are a new, or should 

it be overdue, feature in the report of John E. Dallas & 
Sons whose business is ‘manufacturing, importing, exporting, 
wholesaling and retailing electronic and musical instruments 
for the leisure field’. 

The company has been pulling itself together in the past 
three years after the two difficult years to March 1968. Since 
the 1967-68 position of trading profits of £34,655 and pre-tax 
profits of a mere £29,000 on sales of £1,931,000, there has 
been improvement in sales to £3,961,000, in trading profits to 
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£221,284 and in pre-tax profits to £180,290. In the past year, 
profits as a percentage of sales were 4-6 per cent and over the 
next four years the aim is to improve the performance to some- 
thing more in line with the 1964-65 figure of 8-5 per cent. 

For the first time group net assets have exceeded £1,000,000. 
But the true figure is substantially more than the £1,037,554 
shown in the accounts since the company’s long leasehold 
property at Clifton Street, Loadon, stands in the books at a 
nominal sum of only £1,704. The chairman, Mr Gordon Lee, 
says the directors are unable to quantify the true value at present 
and are currently negotiating for the possible disposal of the 
premises. Until there is agreement on price it is felt ‘not to be 
in the company’s best interést to disclose further details on this 
subject at the present time’. 


Lonrho Investigation 


ARELY can the result of an independent accounting in- 
vestigation into a public company have been more eagerly 
awaited than that of the Lonrho organization. Announcing 
that Peat, Marwick, Mitchell & Co would be conducting the 
investigation, the Lonrho directors stated they had decided 
‘that in view of the recent adverse publicity concerning the 
Lonrho group of companies, an independent firm of accountants 
should be invited to report on the group’s current financial 
position and future prospects’. 
That Sir Ronald Leach, C.B.E., Е.С.А., is personally leading 
the investgating team is an indication of the importance of the 
operation in respect of both Lonrho and, indeed, of Peat, 





AGB RESEARCH LIMITED AND SUBSIDIARY COMPANIES 


consolidated 
profit and loss account 
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Note 1971 1970 
Turnover 1 1,946,734 1,727,770 
Trading Profit 2 300,685 243,303 
"Taxation 6 128,574 119,889 
5 172,111 123,414 
Minority Interests 21 393 
Profits attributable to the members of 
AGB Research Limited 7 172,090 123,807 
Mon-Trading Costs 
Expenses of offer for sale — 43,516 
v 172,090 80,291 
Dividends 8 102,300 23,680 
Retained Profits . 18 £69,790 £56,611 
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The attached notes 1 to 23 form part of the accounts 
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consolidated 
balance sheet 


as at 30th April 1971 

















Note 1971 1970 

Fixed Assets 9 386,440 327,821 
Goodwill | 10 395,102 353,619 
Unquoted Investment 11 803 803 
Expenditure on Long Term Contraccs 12 55,490 73,227 
837,835 755,470 

Current Liabilities: 
Fees invoiced in advance 13 155,695 168,076 
Sundry Creditors 355,891 286,394 
Bank overdraft (secured) 44,307 79,011 
Taxation 9,191 3,656 
Proposed Final Dividend 8 66,000 23,680 














Current Assets: 


























Stocks 5 14 . 60,002 31,202 
Fees receivable 13 424,528 344,939 
Other debtors and prepayments * . 95,696 76,188 
Bank balances and cash 16,379 6,798 
596,605 459,827 
Net Current Liabilities 34,479 100,990 
803,356 654,480 

Deferred Taxation: 
Corporation tax 45 233,891 129,713 
Taxation Equalisation 16 57,980 69,510 
291,871 199,223 
Debenture Stock — 20,000 
Minority Interests 908 225 














Net Assets £510,577 £435,032 
Representing: ^ 
Share Capital 17 330,000 300,000 
Reserves 18 180,577 135,032 
W. F. M. Maddan . 
Directors £510,577 £435,032 
D. A. Brown a — 


The attached notes 1 to 23 form part of the accounts 
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October 21st, 1971 ` 


Marwick, Mitchell. Lonrho is a mining and industrial finance 
organization of more than 409 companies, with Africa -the 
predominant operating area. But there has been severe criticism 
of the company for what is considered the inadequacy of its 


reporting, particularly in terms of the geographical and product | 


source of its profits. 


There have been suggestions — most strongly denied by the 


board = that revaluation of assets has been translated into’ 


‘profit’. The latest boardroom denial that this was so came in a 
statement to shareholders soon after the announcement of the 


resignation of two directors from the board following disagree- 


ment on basic operation and development policy. . 


Rumour 


On the stock-market, Lonrho’s shares have been weak and ` 


business in them has been persistently surrounded by rumour. 
In fact, such is the volume ‘of rumour that: the board itself has 
tended to lose credibility. There comes a time when rumour – 
no matter how wild and how. wrong it may Бе — becomes too 
strong for denial. 

In the City the only true defeat of rumour is achieved through 
the victory. of fact, and this sometimes has to be independently 


-stated fact. It would certainly do the Lonrho case no good at all 


were Peat Marwick Mitchell's report to go to the boardroom 


‘and stay there. ; ` 


Having accepted the need [ог ап independent investigation 
and report on ‘the group's current financial position and future 
prospects’, the Lonrho directors will have to go further and 
make the report—and also its recommendations – known to 
shareholders. To fail to do so would be absurd. This is where 
Lonrho has failed all along —in the inadequacy of its reporting. 

.It is not enough these days for chief executives and chairmen 
merely to state that there is management and boardroom con- 
fidence in the present position and the future of a company. 
The facts have to be plainly stated as well, and in Lonrho the 
stock-market view. is the facts in terms of profit source have 
not been adequately stated ог explained. . . - 

Lonrho directors therefore have done well to bring in such 


-eminent independent investigators. 


Carreras  ·- · . : 
UBLICATION of the Carreras 1970-71 accounts coincided. 
with yet another official report on the association of smoking 

with lung cancer. But in the year to the end of last June, 

Carreras pushed their turnover up from £144-68 million to 

£156:36 million and-their -pre-tax profits from 26:30 million 

to £8-35 million, including £1-38 million as the share of 

associated companies. 777 ||. i . 

This, in profit terms, is: the restoration of growth after a 

1969—7o setback when profits withstood heavy promotion costs. 

In the past year benefits came from that promotion. An immedi- 

ate and inevitable question is how.Carreras keep turnover up – 

and how, indeed; other cigarette companies keep turnover up ~ 
when.it seems that for evéry ten people of one's acquaintance 
who smoked cigarettes, one now seems to know only two or three. 

Part of the.answer is, of course, the extent of export and 
overseas operations. Carreras's direct export sales, exclusive of 
duties and taxes, totalled £20-5 million in the past year. The UK. 
turnover included in the group turnover figure includes UK 
tobacco ‚duties so the proportion of export business is con- 

siderable, . 


In the home market the answer is that the market, although 


` not a.growth one, is not as yet a static or declining one. There 


is room for sales growth achievement, albeit on a competitive 

basis and there аге still ‘new smokers’ coming along: Possibly 

the way to get the young generation to smoke cigarettes is to 

tell it not to. А =. 
On second thoughts, delete ‘possibly’. ' 
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City Notes 


HANGING Bank rate during the week of a tap stock 

issue is not a ‘done thing’, but with the whole situation 
changing at such pace even the die-hards of the City have 
become resigned to the acceptance of change. 

With the German Bank rate down and the demand for 
sterling still strong for all the disincentives marshalled against 
speculation, there is presumably only Bank rate left as a market 
regulator if one is still needed. It was a popular theory after the 
International Monetary Fund meetings that the new currency 
parities would be worked out within three months, which 
meant by the end of the year. 

One month has gone and the working-out process seems to 
have reached a point half-way between old parities and the 
revaluations suggested as necessary by the executive of the 
International Monetary Fund. 

This partial operation has so far been decidedly to the good 
of the UK official reserves and to the payments balance. But 
it still needs to be remembered that the United States’ deficit 
is most others’ surpluses, and if the American deficit is to be 
corrected it can only be corrected at the expense of those 
surpluses, including that of the United Kingdom. 

But in the light of the pressure on payments likely to stem 
from Common Market entry, the need for the present level 
of UK reserves is clear ~ and even the need for still improving 
that level. 

* * * * 


HE need for strength in reserves is paramount if, as Mr 

Heath insists, we are about to enjoy the biggest boom of 
all time. Mr Macmillan, it may be recalled, said the same kind 
of thing much more simply. 

The continued ‘insistence in high places that 1972 will see 
the beginnings of the great boom is still not leading to any 
noticeable revival of the equity cult. The equity market loses 
in the second week of a Stock Exchange account what it gains 
in the first, and the market shows all the signs of stale bull- 
ishness. 


But hardware retailers report brisk business and the motor 
industry is certain that present strong demand for used cars 
will shortly begin to spill over into demand for new cars. 

The stock market investment reaction, however, is relatively 
meagre and safety first investment avenues — building societies, 
National Savings, insurance bonds and the like — continue to 
attract the money and property bonds flourish at the expense 
of unit trusts. 

Without doubt the gilt-edged market has attracted the bulk 
of institutional money going into the stock market and the 
supply of stocks lower down the fixed-interest scale — corpora- 
tion issues and front-rank industrial debentures — is drying up. 

But if the pre-requisite of a firm equity market is a firm gilt- 
edged market, then equities should be ready to advance. 


+ ж * * 


ETRACTORS OF Barclays Bank's lead in the banking 

base-rate battle may say that Barclays have cut their rates 
not necessarily to get business at the expense of other 
banks but because deposits were becoming embarrassingly 
heavy. Necessity, it is held, has been the mother of competitive 
invention. 

Bank share prices were initially hard hit on Barclays’ decision 
but have since recovered some of the lost ground. Certainly a 
battle at the lending end of the market — in other words com- 
petition to get interest rates down — will not work wonders for 
bank earnings. 

There is also some concern that Barclays should have felt 
it necessary to take the lead so early in the new game of ‘free 
lending'. Another half point off Bank rate would help the other . 
banks over the business of apparently having meekly to follow 
Barclays' lead. 

Another half point off Bank rate would also convince an 
uncertain minority of building societies that lower interest rates 
are justified. What is really needed in the interest rate sphere 
is the narrowing of the gap between the short and long ends of 
the gilt-edged market. 


RATES AND PRICES 


Closing prices, Monday, October 18th, 1971 


Tax Reserve Certificates: (29.9.71) Companies 3195; 
2% surrendered for cash; Personal 4% 


Bank Rate 
Nov. 18, 1967 8% Mar. 5, 1970 . 7196 
Mar. 21, 1968 7395 April 15, 1970 795 
Sept. 19, 1968 795 April 1, 1971 s e 6% 
Feb. 27, 1969 8% Sept. 2, 1971 es .. 59$ 
Finance House Base Rate – October rst, 1971. 6% 
Treasury Bills 
Aug. 13 .. £5°7252% Sept. 17 .. £48049% 
Aug. 20 .. £58288% Sept. 24 to £4-7531% 
Aug. 27 .. £5°8052% Oct. 1 .. £47235% 
Sept. 3 e £49165% Oct. 8 .. £46763% 
Sept. 1o . £48633% Oct. 15 . 454610396 
Money Rates 
га today .. и Бе Bank Bills 
7 days T 48-5 % 2 months 48-436 75 
Fine Trade Bills | 3 months . 48-4 A 
3 months .. 5-516 4 months 48-44% 
4 months .. 5-54% 6 months 48-51% 
6 months .. 54-51% 


Foreign Exchanges 
New York 2:4896 Frankfurt 8:2830 
Montreal 2'5012 Milan 1524:88 
Amsterdam .. 8:3550 Oslo 170470 
Brussels 116-63 Paris E Ма 13'8037 
Copenhagen .. 19-0825 Zürich Mr zd 9'9000 
Gilt-edged 

Consols 495 47$ Funding 62% 85-87 88$ 
Consols 24% 29i Savings 3% 65-75 928 
Conversion 33% .. 41k Treasury 9% 1994 1034 
Conversion 54% 1974 99 Treasury 64% 1976 101 ў 
Conversion 6% 1972 10038 Treasury 34% 77-80 .. 85 
Funding 34% 99-04 51: Treasury 34% 79-81 .. 82i 

` Funding 4% 60-90 ` 975 Treasury 5% 86-89 74k 
Funding 54% 78-80 94. Treasury 54% 08—12 684 
Funding 54% 82-84 92 Treasury 24% 29% 
Funding 54% 87-91 79i Victory 4% .. 97$ 
Funding 6% 1993 78% War Loan 34% .. . 424 
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Special and Ordinary Meetings of the Council . 


At special and ordinary meetings of the 


Council held on Wednesday, October 


13th, 1971, there were present: 


Mr A. H. Walton, President, in the Chair; 
Mr D. S. Morpeth, т.р., Deputy President; 
Mr E. K. Wright, Vice-President; Messrs 
J. A. Allen, G. R. Appleyard, B. D. Barton, 
J. С. Bayley, Sir Henry Benson, c.B.£., Messrs 
D. A. Boothman, L. H. Clark, C. Croxton- 
Smith, P. H. Dobson, J. V. Eastwood, Pro- 
fessor H. C. Edey, Messrs S. Edgcumbe, E. J. 
Frary, J. W. G. Frith, J. P. Grenside, R. F. 
Griffiths, S. R. Harding, W. Hare, J. S. 
Heaton, J. A. Jackson, A. W. John, C.B.E., 
G. B. Judd, R. O. A. Keel, S. Kitchen, Sir 
Ronald Leach, c.B.z., Messrs M. С. Lickiss, 
B. A. Maynard, W. R. McBrien, E. C. Meade, 
W. G. Medlam, S. A. Middleton, E. J. 
Newman, D. G. Richards, D. W. Robertson, 
J. D. Russell, К. J. Sharp, T.D., К. С. Slack, 
H. G. Smith, G. Tattersall-Walker, C. C. 
Taylor, R. H. Taylor, A. G. Thomas, R. P. 
Tovey, D. C. Urry, D. N. Walton, J. 
Whitehead, R. С. Wilkes, 0.B.E., T.D., J. C. 
Montgomery Williams, R. G. Wilson. 


Resignation from the Council 


'The Council received with much regret 
the resignation of Mr Nial Charlton, 
В.А., Е.С.А., London, from his member- 
ship of the Council. Mr Charlton had 
been a member of the Council since 1966. 


Chairmen and Vice-Chairmen 
of Committees 


The appointment of the following chair- 
men and vice-chairmen of committees 
for the ensuing year was reported: 
Courses 


Chairman: Mr B. A. Maynard; Vice-Chair- 
man: Mr J. W. G. Frith. 


District Societies 
Chairman: Mr S. A. Middleton; 
Chairman: Mr W. R. McBrien. 


Vice- 


Higher National Diploma in 
Business Studies 


The following statement was approved 
for publication: 


(a) The Council announces the accept- 
. ance of an appropriate Higher 
National Diploma іп Business 
Studies for the purpose of exemp- 
tion from the Intermediate exami- 


nation. The Diploma must include 
the following: 


Subject Period of stud). 
Accounting Two academic years or 

equivalent 
оло One academic year or 
Statistics equivalent 


(6) Holders of an appropriate Diploma 
are required to serve under articles 
in the office of a member in practice 
for a period of four years. INo part 
of the college period(s) of the 
course will be counted as quali- 
fying service. Periods of not less 
than four months taken as Dart of 
the practical training section of the 
course may be counted towards 
service under articles provided 
that, at some stage in the pe-iod of 
education and training, not lezs than 
two continuous years are spent in 
the office; this arrangemert has 
special relevance to studerts on 
‘thin’ sandwich courses. 

(c) Where, for any reason, a person 
eligible for exemption frora the 
Intermediate does not take advan- 
tage of that exemption but sits and 
fails the examination, he wil not 
thereafter be given such exemotion. 

(d) The arrangements referred to above 
are not available to holde-s of 
Higher National Certificates. How- 
ever, passes in acceptable subjects 
in an HNC will continue to be 
equated with ‘A’ level passes for the 
purpose of satisfying entranc2 re- 
quirements. 


Admissions to Membership 

The following were admitted to mer ber- 
ship of the Institute: 

Abbott, Adrian Sbarrah, Cobham. 


- Abbott, David, Rayleigh. 


Abdulla, Mahmoud Ibrahim, B.sc., Bristol. 

Adams, Austen Paul, Lancaster. 

Adams, Christopher John, Wimborne. 

Adesanya, Emmanuel Adekunle, London N7 

Adnitt, Graham Arthur Haddon, Slough. 

Aikman, John Kenneth Gresham, Bury. 

Aitchison, Charles Umpherston, Tonbridge. 

Akinyemi, Olabode Alaba, London Wo. 

Al-Amin, Abdul Karim Mahmod, в.сом., Mian- 
chester. 

Albutt, Roy, West Bromwich. 

Alderdice, Stephen Norman, Norwich. 

Alem, Yirga, Addis Ababa. 


Alexander, David John Anthony, в.ѕс., Burley-in- 
Wharfedale, 

Alford, Anthony Paul Robin, Reigate. 

Alford, Raymond John, Maidstone. 

Allen, David Christopher, B.A., London Wr. 

Allen, (Mrs) Gwyneth, Huntingdon. 

Allen, Peter William, London SWr5 2NJ. 

Allsopp, William Doyle, Leicester. 

Al-Rubaie, Abdul Munaim Jawad, в.сом., Baghdad. 

Ameen, Nasratul, London SWs. 

Amin, Pratapbhanu Ambalal, London SE12. 

Amy, Arthur Rodney, M.a., Jersey. 

Ananda-Rajah, Robert Anton, London N8. 

Anderson, Benjamin Mackay, Huddersfield, 

Anderson, Raymond Keith, Ashford. 

Andrews, David William, Chigwell. e 

Anthony, Michael John, Benfleet. 

Appleton, Brian Phillip, Epsom. 

Arnold, Roger Henry Philip, Folkestone. 

Axthur, John Stewart, London SE21 8JL. 

Asch, David Conrad, London Wrz. 

Ashdown, Merfyn John, Hastings. 

Ashwell, Anthony Harbour, B.sC., Thames Ditton. 

Atkins, (Miss) Janet Rose, London N15 5LL. 

Atkinson, James Wilson, London SWs. 

Atkinson, Peter Richard, Wilmslow. 

Atrill, Peter Francis, Plymouth. 

Aylett, Peter Geoffrey, Greenford. 

Aziz-Lavi, Elias, B.sc., Leeds. 


Bailey, Anthony, Congleton. 

Bailey, Anthony James, Bexley. 

Bailey, John Arthur, Torpoint. 

Bailey, Nicholas, Ewell. 

Bailey, Peter Roy, Stockport. 

Bailey, Robert Michael, Birmingham. 

Baillieul, Derek Charles, Cwmbran. 

Baker, Herbert Daniel, London SEs. 

Ballanger, Nicholas John, Dartford. 

Balsekar, Shivdas Ramesh, Bombay. 

Barbrooke-Grubb, Andrew, Northwood. 

Barker, David, Sheffield. 

Barker, William Francis, London N13. 

Barnard, Roger Leslie, Basingstoke. 

Barnes, David John Delacourt, Wareham. 

Baron, Keith, Luton. 

Barritt, Nigel John Alan, в.ѕс., Carlton. 

Barron, James Andrew, B.A., London Ws 2EJ. 

Bartlett, David Arthur, Wirral. 

Barton, Paul Alexander, в.зс., London SW19. 

Basheer, Nizamuddin Feroze, Karachi. 

Bassil, John Edward, Harrow Weald. 

Bate, Peter Charles Balfour, Bristol. 

Bates, Richard Milner, Edinburgh. 

Baxter, Roger Ian, B.A., London N6 4BT. 

Beadman, Nigel Stuart William, Keighley. 

Beadman, Paul Martin Frank, Keighley. 

Bean, Lawrence Philip, Acomb. 

Beckett, Graham Charles, Shepperton. 

Bedford, (Miss) Judith Blanche, в.ѕс., Leeds. 

Beesley, Andrew Stephen, London W14. 

Bell, (Miss) Cynthia Valentine, Altrincham. 

Belton, John Patrick, Wallington. 

Benson, Charles Mandell, Sale. 

Benson, Roger, Basildon. 

Beresford-Clarke, Christopher, Kingswood. 

Berger, Michael Norman, London N4. 

Bernstein, Anthony Julian, London, NW11. 

Berry, John Trevor, Harrogate. 

Bhinda, Rajnikant Jayantilal, Godalming. 

ou Alexander Milne, M.A., Harrow-on-the- 
lil. 


Birch, Alan James, Hinckley. 
Birkett, David Alston, London 5Е19. 
Black, Geoffrey Howard, Liverpool. 


October 21st, 1971 


Blackstaffe, Peter John, London W3 oHL. 
Blake, Michael Edward, Carshalton. 
Blewett, Brian Frederick, Rochford. 
Bloomfield, Alan Malcolm, Stubbington. 
Bolton, Christopher James, London SE6. 
Bonner, Michael, Carlisle. 

Booth, Geoffrey, Bolton. 

Booth, Martin Stuart, Leicester. 

Botham, (Miss) Delia Margaret, Loddon муа, 
Bottomley, David Halstead, Birmingham. 
Bousfield, "Martin Richard, B.A., Halifax. 
Bowen, Howell Isaac, St Clears. 

Bowman, Edward, Bishop Auckland. | 
Bradbrook, Paul Nigel, Wembley. 
Bradshaw, Rayn:ond James, London E17. 
Brailey, Colin William, Horsham. 

. Brearley, Peter James, Halifax. 

Brierley, Frank, Bury. 

Bristow, Nicholas John, London №2. 
Broadbridge, Desmond Anthony, Bromley. 
Broadhurst, Christopher John, Altrincham. 
Brooker, Geoffrey Harry, Gosforth. 
Broomfield, Graham Martin, B.sc., Dorking. 
Brotchie, Douglas William, Parkstone. 
Broughton, John, Altrincham. 

Brown, Harold Roger, London N13. 
Brown, John David Fraser, Skipton. 
Brown, Martin Douglas, Bristol. 

Brown, Michael Jobn, Cranleigh. 

Bruce, William Alexander, London SWs. 
Brunton, Peter Howard James, Southampton. 
Bruton, Roger Neil, Sutton Coldfield. 
Bryant, Neil Anthony, Oswestry. 

Burch, Philip Alan, London E6, 

Burden, Michael John, Tunbridge Wells. 
Burgess, Richard John, Sutton. 
Butterworth, Stephen William, Oldham. 
Bullas, Grahn, Bacup. 

Bullock, Douglas Keith, B.SC., Durham, 
Burrage, Kenneth Guy, Caterham. 
Byramjee, Khushrooh Pheroz, Bombay. 
Byrne, Michael Landon, Liverpool. 


Cakebread, Stephen Robert, London Мт. 
Calvert, (Miss) Margaret Ruth, Winchester. 
Cameron, Robert Craig, Hereford. 

Cane, Peter Charles, London W8. 

Cansick, Thomas Anthony, Amersham. 
Carnwath, Peter Andrew, Sandiway. 

Carter, Phili James Alexander, Petersfield, 
Carveley, John Stanley, Hatfield 

Castle, Michael Robert, London Wo. 
Challenor, Pav] Winston, Leeds. 

Chan, Chee Слог, Singapore. 

Chan, Jacques, London NWrzo. 

Chance, Myles Geoffrey, Bowdon. 

Chandaria, Dilip Khetshi, London W2. 
Chandler, Robert Charles, Morden. 
Chapman, Ch-istopher Joseph, Hull. 
Chapman, Clive Richard, Epsom. 

Charles, (Miss) J acqueline Lindsay, London NW4. 
Charlesworth, John Barrie, B.SC., Benfleet. 
Chase, Nicholas John, Lyndhurst. : 
Chaudhry, Javed Iqbal, London N16. 

Chin, Patrick Yoke Chung, London W2 3DA. 
Choy, Chung-Yuen, B.A., Hong Kong. 
Christie, Victor Benjamin, M.A., London Writ. 
Clark, David William, London ул. 

Clark, Geoffrey Roger, London SWir. 
Clark, Peter Gerald Badger, Portsmouth. 
Clarke, Kennzth Michael, Romford. 

Clarke, Paul Anthony, в.5с., Upminster. 


a indicates the year of admission to the Institute. 


aS indicates the year of admission to The Society of 
Incorporated Accountants. 


§ means ‘inccrporated accountant member’. 
1 means ‘Member in Practice’. 
+ Practice is not member's main occupation. 


Firms not marked t, Tf or У are composed wholly of 
chartered accountant members of the Institute. 


+ against the name of a firm indicates that the firm, 
though not wholly composed of members of the 
Institute, is composed wholly of chartered ac- 
countants who are members of one or another of 
the three Irstitutes of chartered accountants in 
Great Britain and Ireland. 


tt against the name of a firm indicates that the firm 
includes an incorporated accountant member of 
this Institute and 15 composed wholly of members 
of one or another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 

* against the name of a firm indicates that the firm 
is not wholly composed of members of one or 
another of che three Institutes of chartered ac- 
countants in Great Britain and Ireland. 
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Clarke, Stuart Andrew, Birmingham. 
Clarke, William Joseph, Manchester. 
Coghill, Nigel Victor Ashton, Derby. 
Cohen, Adrian Arnold, Ilford. 

Cohen, Anthony Joseph "Henry, B.A., London Wir. 
Cohen, David Harvey, Ilford. 

Cole, Jonathan Robert, London SWrr. 
*[Coleman, Martin Anthony, Stanmore. 
Coleman, Robert, London NWirr. 

Collin, Paul Henry, Stanmore. 

Collins, Michael Nathan, Edgware. 

Colpitts, Brian, Reading. 

Compton, Gerald Stephen, Ruislip. 
Connolly, John Patrick, Manchester. 
Connor, David Lawrence, Formby. 

Cook, Alan Hugh, London SW2. 

Cook, Michael, Hillingdon. 

Cooke, Barry, Hednesford. 

Coon, Brian Francis, Reading. 

Coope, (Miss) Jennifer, Harrow. 

Cooper, Derek, Manchester. 

Cope, David Walter, London SW2o. 
Coppock, Kenneth Francis, Beaconsfield. 
Cordrey, Peter Graham, New Malden. 
Corlett, George James Brian, Ringwood. 
Cornelius, Keith Melville, London SE26 sOH, 
Cornick, (Miss) Anne Elizabeth, Newport, Mon. 
Cotterell, Robin Hugh, London NW3. 
Couchman, Terence John, West Wickham. 
Coverley. Roger Bernard, Solihull. 

Cowley, Brian Maurice, Theydon Bois. 
Cowman, Simon Nicholas, Melton Mowbray. 
Coxshead, Brian Frank, Dunmow. 

Crane, Stephen George, Esher. 

Cranston, Robert Ian, B.A., Wadhurst. 
Creasey, Anthony Philip, London N14. 
Creery, John Michael, Cheltenham. 
Creffield, Simon Henry Martin, Newbury. 
Crocker, Richard Anthony, Bristol. 

Croot, Antony John, Loughton. 

Cross, Nicholas John, B.A., London Wo. 
Cully, Ian Tyrell, n.sc., Paris. 

Cummings, John Marc, London SW1. 
Cutter, David, Halesowen. 

Cutting, Christopher George, London SW7. 


Da Costa, Peter Michael Walker, Woking. 
Dalzell, Ian Robert, Morecambe. 

Davies, (Miss) Margaret Sally Ann, London Wr. 
Davis, John Charles, Leicester. 

Day, (Miss) Barbara Ingrid, Cambridge. 

De Martino, John Frank, в.ѕс., Waltham Cross. 
Denison, Alan David, London SW3. 

Dersley, John Richard, London SE9 2DA. 
Desai, Yogesh Madhusudan, Mitcham. 

Devlin, (Miss) Diane Christine, Walsall. 
Dhanani, Pravinchandra Meghji Sojpal, London 


Err 
Dinan, John Michael, Leeds. 
Dique, Trevor Emmanuel Joseph, London SE22. 
Dixon, John Nicholas Russell, Hawkhurst. 
Dobell, Anthony Russell, Knutsford. 
Doggett, Ashlev, Fleet. 
Dolbv, Edward Rov, n.sc., London №. 
Donaldson, Alan Charles John, M.A., Harrow. 
Dongworth, Frank Peter, Woodford Green. 
Donnelly, Michael James, London NWr1. 
Dore-Smith, Timothv Andrew, Cheam. 
Doshi, Dilipkumar Keshavlal, London NWrr. 
Dotiwalla, Phiroze Jal, Croydon. 
Douch, Peter John, Wimborne. 
Douglass. John Charles, Edgware. 
Drage, Colin John Fleming, London EC4. 
Dufton, Peter Anthony Howes, Enfield. 
Dunnett, Tames Hanburv, Tanworth-in-Arden. 
Durrant, Michael Reginald, Orpington. 
Durston, John Christopher, Cardiff. 
Dutt, Subhas, London NWrr. 


Earl, Derek Kenneth, Birmingham. 

Easby, Peter John, ‘Tadworth. 

Eaton, John, London Err IPT. 

Edgar, John Robin Campbell, London NW6. 
Edwards, Anthonv, Stafford. 

Edwards, John Michael, B.SC., Stanmore. 
Edwards, Robert Peter, B.A., London Мт 2JF. 
Egaddu, George William, B.A., London SWr5. 
Egleton, (Mrs) Anne Scott, West Drayton. 
Elcock, Derek Frank, Scarborough. 

Elias, Edgar, London NW4 4NP. 

Elis, Desmond, Kendall. 

Elliott, Lawrence John, London Es. 

Elsey, Christopher, Petersfield. 

Entwistle, Robert William, Hexham. 

Epstein, Gerald, Manchester. 

Erfani, Masoud, n.sc., Tehran. 

Ermeav, Stanley John Paul, British Honduras. 
Esterman, Melvyn, Ilford. 
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Evans, Andrew John, Yeovil. 

Evans, Michael Kevin Llewewelyn, Bangor. 
Evans, Peter James Roderick, Liverpool. 
Evans, Terry Christopher, Southampton. 
Ewen, Peter, Leicester. 

Ezekiel, David, London SEz1. 


Falkner, Robert Edward, London SW. 
Faulkner, Geoffrey Alan Leslie, Tolworth. 
Falquero, Kevin Albert David, Molesey. 
Fellows, Keith Roger, Birmingham. 

Felton, David John, Maidstone. 

Fickling, Paul Marshall, B.A., Northwood. 
Field, Martin, London № oEW. 

Fielding, Richard Andrew, Haywards Heath. 
Fieldman, Derek Howard, London МҰ 6EP. 
Finn, Anthony Harvey, B.sc., London NW4 3QJ. 
Fisher, Brian Jonathan, Stanmore. 

Fisher, David Scott, Warley. 

Fisher, Robert Christopher Aldridge, Southport. 
Fitzgerald, Patrick Richard, 11.в., Manchester. 
Fitzgerald, Roger, Bowdon. 

Flatau, Richard Percival, Teddington. 
Fleming, Kenneth Harry, London NW2. 
Fleming, Michael John, Chelmsford. 

Foale, Adrian John, Faversham. 

Fong, Hup, London Ws. 

Foote, Thomas Dixon, Battle. 

Ford, William Peter, B.A., London SW3. 
Foreman, Roger Anthony, London EC4. 
Foster, Bruce Maxwell, Birmingham. 

Foster, Colin Alfred, Selby. 

Fowler, Peter Edward Hamilton, Broxbourne. 
Fox, Colin David, Stanmore. 

France, Charles Malcolm, Heywood. 

Francis, Richard Murray, London SE25. 
Frearson, (Miss) Angela Elaine, Leicester. 
Fries, Brian Douglas, B.A., London SW19 60Ү. 
Frowde, Peter Roderick, London SW18. 

Fry, Nicholas Rodney Lowther, B.A., Derby. 
Fryer, John Edward, Sutton Coldfield. 

Fryers, Kevin William, Douglas. 


Galaun, Jack, в.зс,, London NW3 510. 
Gallico, Christopher Huish, B.SC., London WCr. 
Galpert, Simeon Lazarus, London Хе 
Galvin, Martin Christopher, Halifax. 
Garbutta, Stephen Michael, Harrow. 
Gardiner, Keith, Bolton. 

Gardner, David John, Birmingham. 
Garratt, Anthony Robin, Northampton. 
Garton, Geoffrey Douglas, Warrington. 
Garton, Philip Miles, Hull. 

Gautrey, Roderick, Burgess Hill. 

Gibbon, Charles Henry Maitland, Bexley. 
Gibson, John David, Halifax. 

Giles, Paul Anthony, London SE6. 

Giles, Paul Edwin, Newhaven. 

Gill, Gurbrinder Singh, London SW7 4AH. 
Glass, Colin, в.ѕс., Leeds. · 

Glover, Robin William Frank, Kinver. 
Gluckstadt, David, Salford. 

Godbee, Keith Andrew, n.sc., Romford. 
Goddard, Joseph Nathaniel, МА Claygate. 
Goddard, Melvyn Francis, Coventry, 
Godfrey, David Francis, London SW1. 
Godwin, Malcolm George, London “тг. 
Gokani, Pravin Ratanshi, Manchester. 
«Goldberg, Richard Lionel, Bushey. 
Golder, Robert William, Coventry. 
Goodley, Robert John, Reigate. 

Goodrich, Simon Reginald, Maidenhead. 
Gordon, lan Alfred, B.sc., Stanmore. 

Gray, (Miss) Alison Mary, Newcastle upon Tyne. 
Gray, Ian Stephen, London N14. 

Gray, Michael George, Dunstable. 

Gray, Richard Wharrick, Pickering. 

Gray, Robert Andrew, Formby. 

Gray, Richard Nicholas, London ЕС2. 
Greaves, Christopher Michael, Woodford Wells, 
Green, Brian, Chester-le-Street, 

Green, Nigel, Ruislip. 

Green, Richard William, London N21 1DA. 
Greenaway, Brian James, Loughton. 
Greenwood, Ernest, Keighley. 

Gregory, James Andrew, Grantham. 
Gregson, Piers Martin, Richmond. 
(Griffiths, David Charles, Gosport. 
Griffiths, Peter Anthony, Liverpool. 

Gross, Howard Anthony, London N14. 
Grout, Richard Douglas, Ruislip. 

Grundy, Michael, B.COM., Leeds. 

Guinn, David John, Reading. 

Guntert, Andrew Nicholas, Bognor Regis. 


Halford, Anthony John, Warrington. . 
Halfpenny, Тап, Hyde. 

Hallam, Ronald David, Burton-on-Trent. 
Hallett, John William, London SW6. 


' 566 


Halstead, John Stephen, Nelson. 
Halton, "Terence, Lieeds. 

" Hamilton, Graham, Christchurch. 
Hamilton, John. Stephen, London Es. 

: Hammond, Michael Leslie, Guildford. 

= Hanson, Derek Richard, Clevedon. 
Hancock, Christopher John, ‘Essendon, 
Harding, Barrie Dunkin, Romford. 
Harding, Richard Clive, Barnet. 
Harman, Jobn Evelyn Michael, Sutton. 

- Harnden, John, Alderley Edge. 
Harraway, Johri Robert, Oxford. 
: Harris, (Miss) Audrey, Birmingham. 
Harris, Michael William, Cheam. 
Harrison, Jonathan Charles, Compstall. 
Harrison, Nigel Radcliffe, Worcester. 
Harrison, Peter Stewart Malcolm, Harpenden. 
Hart, Brian George, Banbury. 
Hartley, Colin Stuart, Worthing. - 
Hartley, Richard Philip, Little Abington. 
Hasan, Farid Mahmood, London, N3. 
Haycocks, Richard John, Dartford. 
Hazell, Paul, Taunton. 
Headicar, Kenneth Lloyd, London SE:2. 
Heason, Robert Andrew, Nottingham. · 
Hedderson, Thomas Joseph, Chatham. 
Hedley, Robert Michael, Sheffield. 
Heelan, Mark, London 85773. 
Hemmingfeld, Derek Norman, B.COM., Sheffield. 
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Many accountants will be involved 
in a takeover bid at some time 
in their career. They will want to 
know the inside stories of large 
financial deals, and how at least 
one party can make huge profits. 


Each of the nine chapters of this 
.book gives the full story of a 
| particular financial deal. Each has 
| been specially selected to illustrate 
a particular facet of industrial mer- 
| gers — for instance the detailed 
| exposition of the financial opera- 
| tions behind one of Jim Slater's 
most rewarding takeovers. 


| It analyses in detail the building of 
GEC; the merging of BMC. and 
| Leyland; the rise and fall of IPC; 
| the blending together of Cadbury- 
Schweppes; and the development 


| of EMI. Here you can read the story · 


| of how in the USA the Chemical 
| Bank fought off Saul Steinberg, in 
France BSN attempted to gain con- 
| trol of St Gobain, and in Germany 
Badische Anilin and Wintershall 
| merged. 


| Much of this material has never 
(Boon published before — in par- 
ticular, how Jim Slater bought 
| Forestal Land and the detailed ex- 
amination of the way in which Lor 
| inati fth in which Lord 
Watkinson and Adrian Cadbury car- 
| ried through the merger of Cadbury 
| and Schweppes. 
| Only a distinguished journalist like 
| Anthony Vice could gain access to 
information like this and only a 
| journalist of his calibre could write 


THE STRATEGY OF 
TAKEOVERS 


A casebook of international practice 


by Anthony Vice 


in such a fascinating way about 
monetary matters. 


The book probes the industrial and 
managerial logic in each case — for 
example, how the invention of syn- 
thetic leather meant the loss of 
independence for Forestal Land and 
how the early post-war merger 


. between Morris and Austin affected 


the future development of BMC. 


The personalities of takeover pro- 
tagonists are sketched in — men 
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such as Ryder, Weinstock, and 
Riboud of BSN who imprinted their 
personalities on larger companies. 
The roles of Governments are also 
analysed, such as the relationship 
of Whitehall with the British Motor 
Industry. Overall, takeovers are put 
into their business context and 
lessons are drawn for assessing the 
future development of takeovers in 
Britain. 


The book shows just how important 
takeovers have become — import- 
ant especially to you, the account- 
ant, in the initial appraisal, in the 
execution, and in the sewing-up. 
Here, for the first time, is pre- 
sented in very readable form arn 
objective study of the practical 
execution of takeovers. 


THE STRATEGY OF TAKE- 
OVERS is published by 
McGraw-Hill Book Company 
(UK) Ltd, at £3. 


Published October 29th, 1971, 
with a foreword by Professor 
Harold Rose, it may be ordered 
by you NOW by completing 
the form overleaf. 
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Fellowship 


The Council granted applications from 
41 associates to become fellows under 
clause 6 of the supplemental Royal 
Charter. 


Incorporated Accountant 
Members becoming Chartere 
Accountants | 


The Council granted applications from 
the following incorporated accountant 
members to become Chartered account- 
ants under bye-law 129. 


Banerjee, Manas Kumar, r.c.4.; M. K. Banerjee 
& Co, Mercantile Buildings, Lallbazar Street, 
Calcutta 1, India. 

Holburn, Gareth Franklyn, A.c.4.; McKechnie 
Osborn & Co, 6th Floor, Burlington House, 20 

. Rissik Street, Johannesburg, South Africa. 


Members Commencing to 
Practice 


The Council received notice that the 
following members had commenced to 
practice: 


Adams, Stanley William John, Р,С.А., aS1:i952; . 


*Greensleeves', Rockland St Mary, Norwich 
NOR o8W. 


Baker, Francis John, A.C.A., а1966; Randall & 
Payne, 23 High Street, Melksham, Wilts. 

Barrell, Michael Anthony Carl, a.c.a., a1961; 
*Peat, Marwick, Mitchell & Co, PO Box F25, 
Freeport, Bahamas. 

Barron, John Micliael, r.c.4., a1939; "T'he Cotes', 
Boreham, Warminster, Wilts. 

Beasley, Trevor George, F.C.A., a1957; Stones & 
Co, 104 Abbey Street, Nuneaton, Warwickshire. 

Beck, Nigel Robin, А.С.А., a1966; Brooking 
Knowles & Lawrence, 80a High Street, Andover, 

` Hants. 

Berrow, Neville Harry, F.c.a., aS1949; "Price 

. Waterhouse & Co, 53 Rue Allal Ben Abdallah, 
Casablanca, Morocco. 

Bevan, Julian Richard, A.C.A., a1970; *A. E. Bevan 
& Co, 10 Corve Street, Ludlow, Shropshire. 

Birch, Geoffrey, A.c.a., 21966; 140 Oxendon Way, 
Coventry. 

Browr, Bryan William, A.C.A., a1962; Brown & Go; 
9 Margaret Street, London WIN 7LF. : : 

Brown, David, F.c.a., a1958; Davies & Crane, 5 
Winckley Street, Preston, Lancs PRr 2AA. 


' 
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Burgess, Roger Michael, A.C.A 41964; Curzon 
Rix & Co, 6 George Street, Colchester, Essex. 
Butler, Roger John, А.С.А., 21969; Fryer Whitehill 
Co, Buchanan House, 24-30 Holborn, 
Fonden ЕСІМ 2PX. 
Byam-Cook, Charles Henry, B.A., A.C.A., 41970; 
Marnham, Byam-Cook & Co 8 Clonmel Road, 
London SW6. 


Сада, Norman Harry, A.C.A., a1961; C. Connelly, 
. 3714 Stamford Street, Ashton-under-Lyne, 


Lanes. 
Garter, ‘Colin Stanley, F.C.4., 481957; Whinney ` 


Murray & Co, PO Box 1783, Tehran, Iran.. . 


^ Carter, John Richard, F.c.a., 41959; Carter & Co, 


у 


Woodrow House, Cawaton, Norfolk NOR 75X. 
Castle, Peter John, A.C.A., a1968; Day, Smith & 
Hunter, 25 Railway Street, Gillingham, Kent. 
Chatten, Brian Walter, А.С.А., 01963; 15 Bridle 

Way, Billericay, Essex. 

Clay, William Denis, РСА.) a1960; TRobson, 
Rhodes & Co, Eazle Star House, Piccadilly. 
Plaza, Manchester Mı 4BX. 

Connolly, Michael Joseph, A. CA, 81970; Armitage 


& Norton, 13714. Chapel Street, Preston PRr. 


8BU. 

Cook, Martin Charles, A.C.A., 41970; 144 Somer- 
ville Road, Chadwell Heath, Romford, Essex. 
Cope, Alan Howard, F.C.A., 41952; Alanis, Ramsey, 

Isle of Man. 

Couldrey, Philip Peter, A.C.A., a1965; Arthur 
Young & Co, Place Stephanie 20, 1050 Brussels, 
Belgium. 

Cousins, John Edward, A.C.A., 21966; 67 Cambridge 
Road, N. Harrow, iddlesex. 


Cox, David John, A.C.A., 21968; The Bungalow, 3 


Worcester Road, Stourport-on-Severn, Worcs. 
Craig, John Stephen, A.C.A, 41964; Pepper 
Rudland Cotterill & Co, Waterloo House, 20 
Waterloo Street, Birmingham B2 5ТЕ. 
Culley, Derick Dennis, B.SC.(ECON.), A.C.A., 21967; 
E Bamville Wood, East Common, Harpend en, 
erts. 


Daniels, Keith Barry, A.C.A., 21967; Watson & Со, 
PO Box 404, Kitwe, Zambia. 

Davies, Derrick Russell, A.C.A., a1970; Tucker 
Lord & Co, 1 St Mary Street, Carmarthen. 
Davies, Geoffrey Neil, A.C.A. 41969; Alban & 
‘Lamb, 28 Churchill Way, Cardiff CF: 4ST. ' 
Dingle, Geoffrey Martyn, A.C.A., 21963; 8 Broad- 

acre, Norden, Rochdale, Lanes. 
` Doel-Carter,; Vyvyan Michael, M.A., A.C.A.. 21965; 
*McLintock · Mann Whinney Murray, 
pA House, 95 Southwark Street, London 
1 oJA. 


' Dolly, Brendan Patrick, А.С.А., 21962; *B. P. 


Dolly & Co, 160 Marsh Lane, Fordhouses, 
Wolverhampton, Staffs. 

-Downey, Peter James, A.C.A., 21971; 18 Kingsley 
Road, Overton, Frodsham, Cheshire. 

Dunk, Andrew Peter, A.C.A., a1968; Hedley Dunk 

, S Co, 26 Lowfield Street, Dartford, Kent DAr 


Kayode Duro-Emanuel & Co, St Josephs 
J ukilee Hall, 30 Ikoyi Road, PO Box 4350, Lagos, 
Nigeria. 


: Edwards, Graham Martin, A.C.A., 41963; 4 Church 
Seriens; Church Road, Lydney, Glos GL:5 
5 


.Fairholm, David Victor, A.C.A., a1969; Dexter & 


Co, 8-12 Banks Street, Horncastle, Lincs. 

Ferrier, Allan John, A.C.A., 81970; 23 By Sunte, 
Lindfield, Sussex RH16 2D 

Finnemore, Jeffrey Michael, AR 21971; David 
G. Gill & Co, Cornwall House, 31 Lionel 
Street, Birmingham B3 1AP. 

Fleming, Michael John, A.C.A., 41966; 1 Rosslyn 
Court, Rosslyn Road, Shoreham-by-Sea, Sussex 
BN4 6WN. 

Franklin, John Herbert, F.C.A., 41957; J. H. 


Franklin & Co, 7 Bancroft Court, Bancroft, 


Hitchin, Herts. 

. Fraser, Gerald, РИЯ ) ACA, a1969; H. 
Newman & Co, Lynwocd House, 24/32 Kilburn 
High Road, London NW6 50]. 

Forsythe, MacDonald Alexander, A.C.A., 21967; 
Francis Kaye & Co, 32 The Mall, "London 
Ws3 

Hiseman, Richard Martin, M.A., A.C.A., 41970; 
L. Freeman & Co, 23 King Street, London 
EC2V 5AB. 


Gabriel, Michael Clifford, A.C.A., a1967; MacNair, 
Mason, 
` Broad Street, London EC2M ILA. 


. Duro-Emanuel, Oladotun Gbolahon, A.C.A., 41971; . 


Evans & Co, Capel House, 62 New 
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Gillard, Roger, A.C.A., a1971; Clarke, Сага & Co, 
2 Basinghall Square, Leeds 1. 

Gould, Michael Philip, A.C.A., 21969; 105 Lake 
Rise, Gidea Park, Romford, Essex. 

Goult, George, F.C.A., 81960; *Overdale". Buckland 
Monachorum, Yelverton, Devon. 


Greenwood, Robert Andrew, A.C.A, 41971; 


Tankard & Greenwood, Fountain Chambers, - 


Fountain Street, Halifax, Yorkshire. 

Grinyer,-John Raymond, M.SC, A.c.é., 21962; 
127 Sunrise Avenue, Chelmsford, Essex 
СМ: 4JW. 


Hadid, Foulath Mohammed, M.A., А.С.а., 21966; 
Peat, Marwick, Mitchell & ‘Co, PO 3ox 8270, 
Beirut, Lebanon. 

Hartley, Raymond Vincent, A.C.A., 41967; 
*Benjamin, Taylor & Co, s/o Wigmcre Street, 
London W1H oH 

Harvey, Michael С A.C.A., ar964; High- 
fields House, Highfields, Ashtead, Sur-ey. 

Harvey, "Terence Stanley, F.C.A., 21959; В akemore, 
Elgar & Co, 
WC2A ТОГ. 

Haussmann, Alexander Konstantin, F.C.4., 41958; 
Bellerivestrasse 211, 8008 Zürich, Switzerland. 

Hayes, Ian Walter, A.C.A., a1964; John A Roberts 
& Co, 28 Glumangate, Chesterfield. 

Hayes, Martin, A.C.A., 01965; *Deloitt» & Со, 
PO Box 416, Kitwe, Zambia. . 

Hearn, Barry Maurice William, A.C.A. 41970; 
Hearn & Co, 50° Cambridge Road, Sawbridge- 
worth, Hertfordshire. 

Hockley, Francis George, ¥.C.A., 01953: *S. A. 
Jones & Partners, PO Box 1640, Salisbury, 
Rhodesia. 

Howarth, Giles William, F.C А. a1g6o; Waters 82 

Atkinson, 37 Stramongate, Kendal, V'estmor- 


: Bernard Anthony Cecil, 
Slater, Chapman & 
London МІХ 3PJ. 

Hurley, Raymond Leonard, F.C.A., 41959; ^ Touche 
Ross: & Co, з London Wall Buildings, ‘London 
'ECAM 5PH. 


Шш, ahan rei 41958;.F. E. Sidawa» Son & 
Co, Abacus House, 5/6 Long Lane, Market 
Place, Rowley Regis, Warley, Worcs. 


Jenkinson, -Nicholas Charles, A.C.A.,  ar966; 
Woods, Jenkinson & Co, 5-1І Mortimer Street, 
London WIN 7RH. 

Johnson, Edwin Colin, B.A., A.C.A., 21962; Briston, . 
Johnson & Co, 343 Beverley. Road, Anlaby, 
Hull HUro 7BQ. 

Jubb, William . Thornton, A.C.A., а1969; A. E. 
'Tupman' & Co, 2 Prince Street, Rhode: Bank, 
Oldham, Lancashire. 


РСА. 41954; 
Cooke, x Dover Street, 


Kamalia, Mohsin Mohamedali, A.C.A., 41969; 
Kamalia & Co, PO Box 2019, Kempala, 
Uganda. 


Keal, Brian Arthur Charles, A.C.A., 21965; * Lionel 
Vick & Co, Starbank House, 23 High Street, - 
Thame, Oxon. 

Kemm, Michael John, ‘A.c.a., · a1966; Mewby, 
Castleman & Co, 36/38 De Montefort Street, 
Leicester Ет 765. 

Kent, Simon Andrew David, А.С.А., 21968; 
6 Elmstead Avenue, Preston Road, Wenbley, 
Middlesex. . 

Khalid, Zaheer, A.C.A., 21967; Rahman, Rahman, 
Huq & Co, 228 Wapda House, Shah-ah-E- 
Quaid-E-Azám, Lahore, Pakistan. 

Khosla, Vijay, A.C.A., 41968; *D. P. Khosla & Co, 
Atma Ram House, C-37 Connaught Place, 
New. Delhi x, India. 

Kirkby, Donald, A.C.A, 41962; 
Crescent, Mirfield, Yorkshire. 
Kloss, Anthony Martin, A.C.A., 21968; Anthony M. 
. Kloss -& Co, 13 High Mount, Station Road, 

Hendon, London NW. 355. 


Laine, Christopher Norman, M.A., “ACA. 21967; 
Cooper Brothers & Со, Scottish Life Eouse, 
New Road, Southampton 509 126. 

Lang, David "Christopher Maynard, a.c. A., , 21963; 
‘Lentells’, 6. Fore Street, Taunton, Somerset. 
Lunn, Peter Charles, A. C.A., 21968; Peter C. Lunn 
& Co, iM Crest View Drive, Petts Wood, Kent 

BRs; 18Х 


McPherson, Keith Strathie, AGA. x ` а1964; Im- 
perial Buildings, 56 Kingsway, London WCr.: 
Malik, Ehsanul Haque, A.C.A., a1970; Ehsan Malik 

Co, 39 Claremont Road, Manchester Mi1€7JB. 

Marnham, Stephen: Ralph, M.A, ACA, 4:970; 

Marnham, Byam-Cook & Co, 8 Clonmel oad 
London SW6.. 
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Moore, Anthony Jobn, A.C.^., 21969; Farmiloe & 
9, Se Martins House, Bull Ring, Birmingham 


A.C.A., a1961; John 
Co, 61 


Lincoln’s Inn Fields, 
London WC2B 6HN. 
Mukhopadhyay, Sib Sankar, rca, 251948; 
*Mookherjee, Biswas & Pathak, 5 & 6 Fancy 
Lane, 3rd Floor, Calcutta 1, India. 


Newman, John Victor, А.С.А.,' 21968; Spain 
Brothers, Newman & Co, Sutherland House, 
29/37 Brighton Road, Sutton, Surrey. 

Newman, Leslie Clarke, В.СОМ., F.C.A., 41927; 
1 Ash Close, Findon, Worthing, Sussex. 


Oakley, Andrew, B.COM., A.C.A., 21965; "Whinney 
Murray & Co, 67 Chiswell Street, -London 
ЕСІҮ 4SY. 


Parsons, Anthony William, F.C.A., a1957; Leech, 
Peirson, Evans & Co, Park "House; Station 
Square, Coventry СУт 2NS. 

Patel, Harshadrai Keshavlal, A.C.A., a1971; John 
Cumming & Co, 111 Oxford Street, London Wr. 

Pendry, Bernard Arthur, F.C.A., 41959; зо Ruxley 
Lane, Ewell, Surrey. 

Perry, Peter John, Е.С.А., 21960; Blakemore, Elgar 

Co, 124 Chancery Lane, London WC2A 1QL. 

Pettey, Reginald Cecil, ғ.с.А., 21956; i? Chazey 
Road, Caversham, Reading RG4 7DU 

Platt, Robin Douglas, A.C.A., 21966; *Lionel Vick 
& Co, 48 Cambridge Street, Aylesbury, Bucks. 

Povah, David Glyn, A.C.A., а1968; Gibson. Appleby 
& Co, 9 Southampton Row, London WC1B 5HA. 

Pratt, Christopher Howard, a.c.a., 41966; 11 
Grinstead Avenue, Lancing, Sussex. 

Preston, George Ernest, A.C.A., 41971; Preston & 
Co, 3 5 Revensfield Gardens, Stongleigh, Ewell, 


George, 


Surr 

Prestwich, Robert Geoffrey, A.C.A., 01965; 
Nasmith Coutts & Co, Fountain House, 81 
Fountain Street, Manchester M2 2FD. 

Princé, Brian Warwick, A.C.A, а1970; Brian W. 
Prince & Co; 46 "Leeland Way, Neasden, 
London NWro 184A. 

Pullan, David Michael, A.C.A., a1971; Н. Crane & 
Co, 26 Kirkgate, Silsden, near Keighley, York- 
shire BD20 oAL. s 

Puri, Rajeev, a.c.a., 21970; Sahni. Puri & Co, 
Flat A-81, 8th Floor, Himalaya House, 23 
Kasturba Gandhi Marg, New Delhi 1, India. 


| Randall, Robert, F.c.a., aS1940; 160 Stoneleigh 


Park Road, Ewell, Epsom, Surrey. d 
Rashid, Pervaiz, A.C.A., 21966; Pervaiz Rashid & 
Co, 34 Lawrence Road, Lahore, West Pakistan. 
Reading. Michael ‘Richard, A.C.A., а1962; Beau- · 
desert, Langley Road, Claverdon, Warwick. 
Rebbeck, Brian, M.A., A.C,A., 21970; T Hill, Vellacott 
& Bailey, Fisherwick Buildings, 9 Upper Queen 
Street, Belfast BT: бЕН. 
Richardson, Andrew Robin Patrick, A.C.A., a1969; 
Hacker Rubens, Phillips & Young, St Alphage 
House, Fore Street,. "London Wall, London 


EC2Y ';DH. 

Richardson, Terence, F.C.4, 21960; 12 Carr 
Manor Place, Leeds LS17 5DL. 

Ross, Grant Bannerman, АЉАА., . 41962; 
*Hemphill Lucas & Purnell, PO Box 1510, 


Durban, Natal, South Africa, 

Roth, Brian Stuart, A.C.A., ax968; Hacker Rubens, 
Phillips & Young, St phage Housa; Fore 
Street, London Wall, London EC2Y sD 

Rounsefell, Terence Martin, A.C.A., uper 
Магада, , Highfield, Lapford, Crediton, Devon 

I 

Rowledge, Ralph Edgar, a.c.a., а1965: H. Е 
Anderson & Co, Sardon House, 103 Bristol 
Road, Edgbaston, - -Birmingham Bg 7TZ. ' 

Rowley, Richard George, A.C.A., 21970; то Victoria 
Road, Gants Hill, Шога, Essex. 

. Rudd, Nigel Arnold, A.C.A., 41971; Harper-Smith, 
Bennett & Co, 7 The Close, Norwich NOR 16P. 

Russell, Barry Keith, A.C.A., 21971; Barry K. 
Russell & Co, 1 St Annes Crescent, Lewes, 
` Sussex. р 


Saha, Nitya Nanda, A.C.A., а1966; N. Saha & Co, 
142 Station Road, Finchley, London N3. 

Sahni, Pavan Prakash, A.C.A., 41970; Sahni Puri 
& Co, Flat A-81, Sth Floor, Himalaya House, 
fe Gandhi Marg, New Dehli r, 

n 

Seddon, Roger John, A.C.A. 21964; Halletts, 38 
Finsbury Square, London EC2A rPS. 

Seet, Keong Sam, А.С.А., a1969; 8 Grassřinount, 
Taymount Rise, London SE23 3UW. 

Siddiqi, Fareeduddin, A.C.A., a1970; Şiddiqi, & Co, 
11 Ludgate Broadway, London EC Са. 
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Smith, John Norman, F.c.a., 41954: 236 Palatine 
Road, Didsbury, Manchester Мао 8UE. 

Smith, Robert David, a.c.a., a1969; 44 Lynmouth 
Road, Sheffield $7 2DF. 

Smith, Roland Chesterfield, F.c.a., 581939; 
Mountain Jessap & Co, Old Post Office Cham- 
bers, Skegness, Lincs. 

Summers, David, A.C.A., a1970; 24 Dicey Avenue, 
Cricklewood, London NW2. 

Sumner, Michael Lloyd, A.C.A., а1962; 
*McKechnie Osborn & Co, oth Floor, Homes 
Trust Building, 391 Smith Street, PO Box 
4638, Durbzn, Natal, South Africa. 


Titmus, Gordon Frederick, A.C.A., а1965; В. L. 
Marsden & Co, 69 Foljambe Road, Chesterfield. 

Tuke, William Charles, T.D., F.c.A., a1933; The 
Rocks, Rocks Lane, High Hurstwood, Uckfield, 
Sussex. 

Turner, Andrew Stewart, M.A., A.C.A., a1968; John 
Gordon, Herrison, Taylor & Co, 29 Park Place, 
Leeds LS1 2ST. 


Upsdell, Lennox Cecil, F.c.4., 251936; Logshill 
House, Logs Hill, Chislehurst, Kent. 
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Varney, Paul, A.C.A., a1969; Daffern & Со, 29 
Warwick Road, Coventry CV1 2ES. 

Versi, Noordin Mohamed Ebrahim, A.c.a., a1967; 
Noordin Versi & Со, Cranmere, Bellingdon, 
Chesham, Bucks. 


Wallis, David Mark, A.C.A., 21970; 37 Perrysfield 
Road, Cheshunt, Waltham Cross, Herts. 

Wicks, Terence "Peter, А.С.А., a1970; Alliott, 
Vernon Smith & со 10 College Road, Harrow, 
Middlesex HA1 1B 

Williams, Keith LIRE А. C.A., 41968; 14 Wallbank 
Road, Ward End, Birmingham 8. 

Williamson, Thomas, A.C.A., 21967; Armstrong, 
Watson & Co, 15 Victoria Place, Carlisle САт 


1EW. 

Worth, Vivian Charles, A.C.A., a1970; Charlesworth 
Co, 30 Clifton Place, London W2 2SW. 
Young, Peter Deans, A.C.A., 41962; Chambers, 
Edwards & Co, Minster Chambers, 28 Church 

Street, Kidderminster, Worcestershire. 


Re-admissions to Membership 
Subject to payment of the amounts 
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‘required by the Council, two former 


members of the Institute were ге- 
admitted to membership under clause 23 
of the supplemental Royal Charter. Two 
applications under clause 23 were 
refused. 


It was reported to the Council that the 
following re-admissions, made at the 
Council meetings on July 7th and 
August 4th, 1971, respectively, subject to 
payment of the amounts required, had 
become effective: 


John Declan Murphy, ¥.c.a., 676 Irving Street, 
Westbury, Long Island, New York 11590, USA, 

Benjamin Joseph Ableson, Е.С.А., 22 The Vale, 
London NWr1. 

Terence Mackenzie Elms, 


A.C.A, 2 Danesbury 
Rise, Cheadle, Cheshire. 


FINDINGS AND DECISIONS OF THE APPEAL COMMITTEE 


Finding and Decision of the Appeal Committee of the Council of 


The Appeal Committee heard an 
Appeal agzinst the Finding and Decision 
of the Disciplinary Committee of the 
Council of the Institute upon the follow- 
ing formal complaint preferred by the 
Investigation Committee of the Council 
to the Disciplinary Committee: 

That a member of The Institute of 
Chartered Accountants in England and 
Wales has been guilty of acts or defaults 
discreditable to a member of the 
Institute within the meaning of clause 
21 (3) of the Supplemental Royal Charter 


(a) In that he on 26th March 1965 in 
a change of address form submitted by 
him to the Institute represented that he 
was entitled to the degree of Doctor of 
Laws when, as he well knew, he was not 
so entitled 

(b) And in that he on 3rd February 1967 
in a change of address form submitted by 
him to the Institute represented that he 
was entitled to certain degrees namely 
Doctor of Laws, Master of Arts and 
Bachelor of Divinity whereas, as he well 
knew, he was not so entitled. 


the Institute at a hearing held on 27th July 1971 


Finding 

The Appeal Committee affirmed the 
Finding of the Disciplinary Committee 
that the formal complaint had been 
proved under both headings. 


Decision 


The Appeal Committee, varying the 
Decision of the Disciplinary Committee, 
ordered that the member be reprimanded 
but the Committee considered that there 
existed special circumstances justifying 
the omission of his name from the pub- 
lication of the Finding and Decision. 


Finding and Decision of the Appeal Committee of the Council of 
the Institute at a hearing held on 28th September 1971 


The Appeal Committee heard an 
Appeal against the Finding and Decision 
of the Disciplinary Committee of the 
Council cf the Institute upon the follow- 
ing formal complaint preferred by the 
Investigation Committee of the Council 
to the Disciplinary Committee: 

That Donald George Redwood a 
member of The Institute of Chartered 
Accountants in England and Wales has 
failed to satisfy a judgement debt within 


the meaning of clause 21 (4) of the 
Supplemental Royal Charter 

In that he having on the 11th February 
1971 had judgement in the sum of 
£1,620 10s 7d plus costs entered against 
him in the Queens Bench Division of the 
High Court of Justice failed to у ie 
said judgement. 


Finding 
The Appeal ЕЕ affirmed the 


Finding of the Disciplinary Committee 
that the formal complaint against Donald 
George Redwood had been proved. 


Decision 

The Appeal Committee affirmed the 
Decision of the Disciplinary Committee 
that Donald George Redwood of Gebouw 
Aurora, Stadhouderskade 2, Amsterdam 
1013, be excluded from membership of 
the Institute. 
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Code of Practice Now Needed 


President’s Comments at Leeds Dinner 


AJOR developments, including 

Common Merket entry, meant that 
accountants now needed a code of 
practice, said Mr Arthur H. Walton, 
F.c.A., President of The Institute of 
Chartered Accountants in England and 
Wales, speaking at the annual dinner of 
the Leeds, Bradford and District Society 
of Chartered Accountants held last 
Friday in Leeds. 

Mr Walton, who was responding to the 
toast of the Institute, said there were 
pessimists abroad in the country today. 
But he added: ‘I believe these are great 
days and challenging days, both for our 
country and for our Institute and its 
members’. 

The question, he said, was no longer 
whether we were going into Europe but 
when we were going in, and the pro- 
fession would be able to play its part in 
establishing standards over a very much 
wider area than had yet been possible. 
This was particularly opportune when. 
they were establishing their accounting 
standards at home. 


Three developments 


It might be asked why they should 
_ create these new words ‘accounting 
standards’ when their recommendations 
had led the way for many years and 
chartered accountants had a reputation 
second to none for professional standards, 
said Mr Walton. 

Until now, it had been possible to 
judge situations on their merits and to 
have personal valued judgements. They 
had had a variety of accounting practices 
and they had managed without a code of 
standard practice. But there had been 
three major developments in recent 
years. 

Firstly, businesses had grown larger 
and more complex and it had become 
desirable to have a standard approach to 
a variety of accounting problems which 
accompanied size. 

Secondly, there had been a great 
increase in the number of mergers, and 
when companies using different prac- 
tices in accounting came together in- 
consistencies were highlighted. 
^ Thirdly, we lived in an increasingly 
sophisticated society and an affluent one. 
This had inevitably led to a much 
greater interest in matters of finance. 
Interest had led to involvement and this 


had led to concern and a demznd for 
standard practices. | 

It had become apparent that a:count- 
ants should attempt to have some cemmon 
accounting standards, said Mr Wzlton. 

Raising the question of how these 
would work, he said chartered account- 
ants with responsibility, whether as 
directors or auditors, would be expected 
to observe the accounting standards or 
disclose departures from them. Bat this 
did not mean arid or rigid uniform ity. 

Nobody would attempt to legishte for 
every possible variety of business trans- 
action, he added. 

But, as business methods developed 
and changed, accounting practices must 
be matched with them in change, wo. 

Accounting standards were not manda- 
tory themselves, said Mr Waltor. De- 
parture was permissible for good reasons 
provided it was disclosed, but if thee was 
departure, disclosure was mandato-y. He 
added that these moves would require 
substantial support from industry. 

. If. they were not supported, the pro- 
fession would have failed in its effcrts to 
establish higher standards of obpctive 
reporting. 

‘If that does happen, then I t=lieve 
other authorities will be forced to 
intervene and the alternative, in that 
instance, will be drastic and be even 
more unacceptable, but I don't believe 
we shall fail’, he said. | 


Business confidence 


The maintenance of business соп- 
fidence and confidence in business re- 
porting was in the best interests cf all, 
said Mr Walton, adding: ‘I believe with 
Lincoln - let us believe right makes right 
and in that belief dare to do our duty as 
we understand it’. 

The chairman of the Liberal Farty, 
Mr Richard S. Wainwright, M.A., F C.A., 
who proposed the toast of the Institute, 
remarked amid laughter that the ac- 
countancy profession had advanced “rom 
being an evil to being a necessary ev. 

He said that despite changes whick had 
taken place, one or two wholesome asic 
features flourished as ever. Accoun ants 
were still insisting, whatever the crnics 
might say, on a good professional 
upbringing. | 

They had always been a genuine land 
of brothers, willing to share great 


knowledge and experience, one with 
another, and especially the old to the 
young, even though the young rarely 
appreciated it. 


Provincial strength 


Mr Wainwright said another feature 
which had not changed was the strength 


-which the Institute had always derived 


from the provinces. Paying tribute to 
Mr Walton, he said the President had 
fought for many years to improve the 
professional education of articled stu- 
dents without altering the bond between 
principal and pupil which was the basis 
of their articles. x 

Mr Walton had vastly encouraged the 
intake of graduates and ‘A’ level candi- 
dates, which was still increasing and now 
accounted for three-quarters of the 
annual intake of over 4,000. 

Far more use than ever before was now 
being made of institutes of further 
education. This was just in time, said 
Mr Wainwright, if only for one reason 
which was just across the sea. : 

In another reference to the Common 
Market, he said this was probably the 
first public gathering of accountants 
since the success of ‘the greatest bore 
operation of all time’. 

He referred to the propaganda for the 
Common Market which, he claimed, had 
now sufficiently bored the British public 
to make them entirely resigned to 
Parliament entering Europe at the end of 
its debate on October 28th. To many, he 
said, it was ‘a very happy result achieved 
by rather curious means’. | 

He forecast that, if, as now seemed 
inevitable, Britain entered Europe, there 
would be very remarkable opportunities 
for British accountants, not only for the 
Institute but also for their other pro- 
fessional brothers in this country. 

Mr Wainwright said he thought it was 
a tribute to the Council that for many 
years past they had diligently cultivated 
the European scene, even when it seemed. 
doubtful that Britain would ever be able 
to enter it. 

He hoped they would take a leading 
part in trying to establish some kind of 
European company law which would 


.prevent multi-national companies from 


exploiting a variety of loopholes various 
European countries offered them. 
If this. did not happen, it would not be 
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the fault of the Institute, which had been 
working in this field with quiet but 
determined diligence. 

Not that we had everything to teach 
the Europeans, said Mr Wainwright, as 
he, for one, looked with some admiration 
at Dutch company law, under which 


Credit and the Common Market 


Institute of Credit Management Autumn Conference 


OULD relief from value added 

tax be given to British companies 
for bad debts incurred with European 
customers should Britain enter the 
European Economic Community? This 
question seemed to stump Mr Anthony 
Grant, M.P., Parliamentary Secretary to 
the Department of Trade and Industry, 
at. the autumn conference of The 
Institute of Credit Management in 
London this week. He nevertheless 
thought that should Britain not enter 
EEC, then HM Customs and Excise 
"would give sympathetic consideration to 
the matter. 

Representations have already been 
made to HM Customs and Excise by the 
allied accountancy bodies (The 
Accountant, August 12th) for VAT 
credit to be given in respect of amounts 
written off, and of specific provisions for 
bad debts. 


Effect on credit managers 


МЕ Grant was the first to speak after a 
“short introductory address by Mr 
Kenneth. Cork, F.C.4., President of the 
Institute. His talk was followed by a 
pragmatic address on ‘British credit 
management and the Common Market’, 
by Mr W. V. Adams, r.1.C.M., F.1.EX., who 
having observed the gyrations of poli- 
Coticians asked, “What effect has this on 
ме“. He personally was of the opinion 
that very little effect would be felt by 
credit managers for approximately 
eighteen months after entry into EEC; 
after this transitional period, competition 
in various forms would regulate matters 
internationally — not necessarily for the 
worse. 

For example, Mr Adams continued, 
continental suppliers might be more 
generous with credit terms — even those 
whose policies were stringent at present. 
Naturally, British credit managers had to 
consider these in the light of financing 
an increase in their own trade debtors, 
either by supplier finance (leaning on 
creditors) or bank overdrafts. However, 
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accountants in Holland had to report on 
each company's accounts, not only to 
shareholders, but also to the elected 
works council in every large factory. This 
was something we had not yet persuaded 
the British Parliament to adopt. 

The toast of the guests was proposed 


with more international capital available 
this might not present any problems; 
certainly exporters would not have to 
rely so much on the Export Credits 
Guarantee Department as they do now. 

Removal of trade barriers would 
unquestionably open up a larger export 
market, and there should be an overall 
EEC trade of approximately £250 million 
which exceeded that of either the United 
States or the USSR. This, Mr Adams 
insisted, made it absolutely essential for 
British credit managers to be conversant 
not only with the differing trading 
conditions of the EEC member countries, 
but also with their legalities. It was as 
well to bear in mind that statutory 
partnerships in France and Germany 
could be civil as well as commercial, that 
in the member countries generally there 
were differing types of company 
structures, differing contractual capacities, 
and differing judicial systems. 

This all indicated that credit managers 
must be more knowledgeable and have 
more comprehensive reference systems in 
their offices. To obtain first-hand knowl- 
edge of the people with whom they 
would be dealing, they should consider 
preliminary visits to European directors 
of financial institutions, and credit 
managers in commerce and industry. All 
this would contribute to sounder credit 
management generaly and thus the 
minimization of risks. 


Finance 


‘UK banking development and the EEC’ 
was the subject of an address by Mr 
Alexander Milton, head of the Economics 
Intelligence Department, Barclays Bank, 
who predicted that banking in the 1970s 
would be very different from that in the 
1950s and 1960s, whether the United 
Kingdom became a member of EEC or 
not. He paid tribute to efficient credit 
management as a proven realistic method 
of easing difficulties in the financing of 
trade caused by lack of liquidity. 

Mr Milton stipulated, contrary to 





































by the President of the Society, Mr 
Thomas L. Waring, B.A, Е.С.А., and 
responded to by the Lord Mayor of 
Leeds, Alderman Trevor Watson, and 
Mr Frank V. Brook, C.B.E., chairman o 
the regional council of the Confederation: 
of British Industry. > 





general belief, that savings were based оп. 
uncertainty, not on security, and that. 
rates of interest receivable were not 
necessarily an encouragement to save. 
Because of the last bank squeeze many: 
companies had streamlined their labour 
forces, and there had been subsequent 
increases in assets. Finances of companies 
had become more liquid – he was, of 
course, alluding to efficiently managed 
companies — and there had been frequent 
illustrations that the ‘blue chips’ of today 
were not necessarily the ‘racing cer- 
tainties of tomorrow’. Unquestionably, 
good money management was essenti 
for the 1970s. ; 

An interesting observation of М: 
Milton’s was that the clearing banks h 
not been asked by reputable customers f 
as much short-term finance as they ha 
anticipated. There were various reaso 
for this, including inter-firm lending and 
greater supplier finance, and entry into 
the EEC would only make the lending 
problem ~ for the banks ~ worse: 
European banks were old hands. at 
borrowing ‘short’ and lending ‘long’ an. 
they seemed to have much more i 
formation about their industrial cus- 
tomers than the ‘Big Four’; they looked 
more intently at customers’ policies ап 
often took a direct interest in the 
Although any one of the ‘Big Four’ w 
larger than any prospective EEC. ba 
the latter were levelling up any differ- 
ences in size by grouping. 





European experience ; 
The opinions of two on-the-spot speakers 
from Europe were well received by the 
audience of over 125 British credit 
managers. Mr S. Wigart, Vice-President, 
Liga Für Internationalen, Creditshutz, 
EV, of Sweden, dealt. with “Trade 
protection in Europe’, and Mr 5, J. 
Franklin, the English multi-lingual and 
much-travelled managing director of 
James Talcott Factors AG of Switzerland, _ 
spoke on ‘Problems. of European credit - 
control’. 





572 


STUDENT ROUNDABOUT 
А а ааа 


eT Oa 


“ETS VITRE Ye. 
THE ч 


ACCOUNTANT 


ndi - = зева аА ОВА а PE Se Eee SE 
ba: a UES Ae BE HTS De Poe al Nel gh I a aS iL aed E 
4 5 7% ? 


October 21st, 1971 


Obtaining a Place for a Postgraduate 


Course 


by IAN R. DALZELL, A.C.A. 


lan Dalzell was co-opted to the National Executive Committee of ACASS in November 1970 
to serve on its education board. He was subsequently elected an officer of the Executive 


in March this year when he was appointed to the services board. An immediate past 


secretary of the Bradford CASS, he is now a member of the education committee of the 


senior Society. 


Anxious to take up a career in industry following his period of articles with a small firm 


he sets out his experiences in seeking a place on such a course which he feels 
may be of interest to students with similar ideas. 


P was all started by an article in The 
Accountant, by R. J. Briston, B.sc.(ECON.), 
A.C.A, оп ‘Postgraduate Management 
Studies for Qualified Accountants’, which 
appeared in the issue of November 12th, 
1970. The article contained a summary 
of courses available to non-graduates 


. which qualified accountants had attended, 


and it made me realize that a university 
postgraduate course would be a useful 
stepping-stone to a career in industry. 
Also, I had not seen many jobs for 
21-year old qualified accountants! 


Selection process 


Looking down the list of courses, I 
picked out Southampton, Reading, 


. Durham and Lancaster, and wrote to 


the Registrar of each university asking 
for a prospectus of postgraduate courses. 
Whilst awaiting replies, I also wrote to 
the Institute for any information they 
might have and was informed that 
to assist me in my application for a 
place they would supply confidential 
information to the university, with my 
permission, if that institution wished to 
look behind my qualifications: for ex- 
ample, the standard of performance in 
the professional examinations. They also 
gave me some details about sources of 
financial assistance, as the Institute 
has no funds available for this purpose. 

Financial assistance must be investi- 
gated thoroughly by the prospective 
student because a university will not 
admit a student to postgraduate studies 
if he does not have adequate financial 
support. The Social Science Research 
Council (SSRC), State House, High 
Holborn, London WCr, which is the 
award-making body for postgraduate 
courses in business studies, sent me the 
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relevant information concerning their 
grants, of which more later. 

I proceeded with my choice of a 
university by deciding on a Master of 
Arts course in financial control at 
Lancaster. This course appealed to me, 
not only because there was a well- 
established department for the subject, 
but also because it is a new university 
with custom-built buildings in very 
pleasant surroundings. Their whole ap- 
proach to education and business studies 
appeared to me to be excellent. 

The course, which is industry- 
orientated, is of twelve months’ duration, 
starting in October, and is divided into 
two parts. The first of these consists of 
a period of formal study and runs through 
the three terms of the academic year. 
The second part is devoted to work on 
the candidate’s dissertation, which must 
be concluded during the last quarter of 
the year. 

During the period of formal study 
extensive use is made of case studies, 


in Bradford, he decided that a postgraduate course would be helpful. and in this article 


workshop techniques and discussion 
papers. Generally, the dissertation is 
carried out within a ‘host company’ to 
whom it must have practical relevance. 

My completed personal data, plus 
provisional application form was sub- 
mitted in December 1970, and in a 
reply which was received almost im- 
mediately, I was informed that the 
possession of a professional qualifica- 
tion is a minimum entry requirement for 
the M.A. course. An aptitude test paper 
is mandatory and as I was studying for 
my Final Part II in May 1971, the 
university very helpfully advised me not 
to undertake any additional commit- 
ments at that time. 'Two references 
would be required and at the ‘admission’ 
interview considerable attention would 
be paid to my practical experience which, 
it seemed, was a pre-requisite of my 
being offered a place. 


Four questions 


Having taken my exams in May, I 
asked for the aptitude test to be sent to 
me. This test consisted of four questions, 
of which three had to be answered in 
2,500-3,000 words and submitted to the 
department ‘within a reasonable time’. 
I complied with this request and was 
notified fairly quickly that the standard 
of my answers was satisfactory. An 
interview was arranged, my references 
taken up, and I was subsequently offered 
a place. 

All I needed now was financial support. 
To be eligible for an SSRC studentship 
one has to be nominated by the university 
at which the award is to be held. The 
application will only go forward if the 
university in question offers a place to 
the student. 
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When completing the Council’s form 
Ss, the all-important part is the testi- 
monial. It is imperative that this should 
be completed by a senior member of the 
staff of a polytechnic, technical college, 
or university, who knows the applicant. 

I was fortunate to enlist the help of 
the senior lecturer in professional studies 
at Bradford Technical College, who had 
steered me through my education as an 
articled clerk for five years, and with whom 
I had had much contact during my 
student society activities. 

Whilst my SSRC application was 
being processed I inquired about a 
local authority grant. Being a post- 
graduate course, a grant is not usually 
given by local authorities because their 
courses are for first degree and com- 
parable courses. By definition in the 
Department of Education and Science 
booklet, a designated course qualifying 
for a local authority major award is a 
course ‘not restricted to a student already 
holding a university degree’. On pointing 
this out to my local authority they offered 
me a full gtant of £430 per annum, plus 
fees. This I considered sufficient, but 
decided to hold over until I knew what 
reaction I would get from the SSRC. 

At first, the Council turned down my 
application, but following my request 
to be placed on their reserve list, I did 
in fact receive notification that I was 
to be given a grant of £630 per annum, 
plus fees, which naturally enough I 
accepted instead ot the local authority 
grant. 

I have now arrived at the university, 
which quite simply is superb. If anyone 
does not believe me, we welcome 
visitors! 


THE 
ACCOUNTANT 
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Kevin Lennon, right, and Peter Child setting off for New York last Sunday afternoon from 
London Airport to start their fortnight's visit to the University of Hartford, Connecticut. As 
annóunced under 'Roundabout' last week, they have been chosen to represent London CASS 


under the exchange programme with Hartford. 





We have started term a week earlier 
than most other universities, with a 
week's intensive, remedial maths course 
for those who feel that such treatment is 
required before starting the course 
proper. 

Of the coming year? Professor Stamp 
has commenced his Accounting Theory 
Research Chair, with which I hope we 
shall be associated in one way or another. 





WOMEN: WHAT TO DO WHEN YOU QUALIFY 


DzsPrrE the fact that there is still a hard 
core which is not very well disposed 
towards accountancy as a worth-while 
career for women, and finding the right 
job to suit their circumstances and 
abilities is therefore not always easy, 
more women are entering the profession 
than ever, proving that there is plenty of 
room for them in what is sometimes 
regarded as ‘a man's world’. 

On Wednesday, November 3rd, quali- 
fied women will be talking about their 
work in the profession, commerce, in- 
dustry, education and administration. 
This informal meeting, jointly organized 
by the Women Chartered Accountants’ 
Dining Society and the Certified Ac- 
countants Women’s Society, will be held 
at 6.30 p.m. in the Library of the London 
Chartered Accountant Students’ Society, 
at 43 London Wall, EC2, and will be 
chaired by Mrs Betty Heaton, Е.С.А. 


Light refreshments will be available 
afterwards. 

Speakers and their subjects will in- 
clude: Miss Mary Yale, a.c.a., ‘In 
practice in the City’; Miss Muriel 
Simpson, А.С.С.А., A.T.I.1., ‘Computers’; 
Miss Vera Di Palma, Е.С.С.А., F.T.LI., 
‘Education’; Mrs Pauline Graham, B.SC., 
B.CON., F.C.C.A., ‘Commerce’; Miss Helen 
Hartley, M.A., Е.С.А., ‘Administration; 
and Miss Joan Denley, A.c.c.A., "Taxation 
in industry’. 

Other qualified women will be present 
to join in the general discussion.. All 
women students are invited, together 
with any women who are interested in 
accountancy as a career. 

Those wishing to attend should either 
write or telephone Mrs Caroline 
Roughton, A.C.A., Іо The Orchard, 
London W4. Telephone or-994 2360, 
as soon as possible. 


STUDENTS’ LIAISON GROUP 


Tue first full meeting of the newly 
formed Students’ Liaison Group 
(‘Roundabout’, July 29th) was held in 
London recently when student organi- 
zations of the accountancy and other 
professions were represented. 

The meeting confirmed the objective 
of the Group to be: "To create a forum, 
comprising the representatives of the 
student organizations whose members 
are undergoing training for a professional 
qualification, where full discussion can 
take place on matters of common concern". 
It was felt that if the Group so decided, 
and it was administratively feasible, it 
might co-ordinate joint activities between 
the constituent organizations and organize 
publicity for any joint policies. 

The: meeting also decided that the 
Group should not have a formal consti- 
tution, and should function by the regular 
attendance of student representatives at 
meetings when discussion could take place 
on any topic or topics which had been 
proposed by any of the constituent 
organizations. 


Next meeting 
The next meeting of the Group is on 
"Thursday, November 1 1th, when ACASS, 
represented by Stephen Parry, B.A., 
A.C.A., will submit a paper on ‘Basic 
graduate entry to the professions — 
desirable or not?’ 

At subsequent meetings the topics for 
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discussion will be: ‘Are the ethics of the 
_ professions relevant to present-day society 
and to what extent do they need revi- 
sion?’ and ‘How should training students 
‘лп the professions be financed?’ 


Other bodies 


Among the other student bodies, 
either actively concerned with, or in- 
„terested in, the activities of the Group 
.are: The Associate Members’ Group of 
vo. the Law Society; The Central Council of 
_. Bar Students; The British Architectural 
<. Students’ Association; the British Medical 
Students’ Association, and the Junior 
Organization of the RICS. 





BIRMINGHAM'S THIRD 
EDP COURSE 


Now well and truly established is the 
annual electronic data processing resi- 
dential course for members of the Bir- 
mingham CASS, which this year will be 
held from December 18th to oth. The 
venue will again be Lincoln Hall, Univer- 
sity of Nottingham. 

Organized in conjunction with ICL, 
the course is designed for members with 
little or no experience of computers and 
the wide range of lectures will deal with, 
among other subjects: elements of a 
computer system — hardware and files; 
software; systems analysis and design; 
financial modelling, and controls and 
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audit. In addition, there will be exercises 
on programming and systems design. 

Principals have been informed by the 
Society of the course, and it is suggested 
that members discuss it with them at the 
earliest possible opportunity. 

There will be a guest night dinner in 
Hall on Saturday evening when promi- 
nent personalities from the university and 
the profession will be attending. 

The fee for the course is £14 and appli- 
cations to attend, together with fee, 
should be returned as soon as possible, 
and in any event not later than November 
19th, to David Hare, the Society's secre- 
tary, Fountain Court, Steelhouse Lane, 
Birmingham B4 6EA. 








Letters 






Company Searches 


‘Sir, ~ In a report entitled ‘Marketing information from 
ompanies House’ on page 508 of your issue of October 7th, 
the statement is made that *. .. Companies House depends on 
members of the public to initiate progress-chasing on individual 
companies’. 

This statement is quite incorrect. For well over 20 years this 
office has operated a yearly systematic review of all companies 
_ for the purpose of identifying and pursuing defaulters, as many 
аз 250,000 reminder letters having been despatched in one vear. 

-For about the last 18 months, however, а new system has been 
. used which concentrates on the oldest defaulters (those who 
| through human error have slipped through the net or have 

failed to keep promises). During the first 39 weeks of 1971 
_ (despite the postal strike) some 60,000 defaults have been 
pursued, some 40,000 of them having been sent a second and 

final reminder. In addition, some 50,000 cases of failing to annex 
accounts have been dealt with. 

It is true that searchers who fail to find what they require 
are invited to complete a complaints slip. Action with regard to 
the company concerned (however recent or long-standing the 
default may be) is taken out of the normal system to a special 
section which during the 39 weeks has initiated some 5,000 
special pursuits. 

During this same period first and second ‘striking off’ notices 
have been published in the London Gazette to the numbers of 
about 16,000 and 12,000 respectively. These relate to companies 
which have failed to reply to letters sent to them and to their 
individual directors or to show any other signs of life. They are 


consequently considered to be ‘no longer in business or in 
operatien’. 
Yours sincerely, . 
R. W. WESTLEY, 


London ECr. REGISTRAR OF COMPANIES, 


[Mr Groves. and Mr Harrison, of the Birmingham Graduate 
Centre for Management Studies, have confirmed that the state- 
ment referred to, introduced as an 'aside' to the main text of their 
presentation, is based upon their own experience at Companies 
House. Of a random sample of roo companies in the former 
‘exempt private company’ category, more than 10 per cent were 
found to have filed no information since 1966, or since in- 
corporation if later. zb 
Whilst. acknowledging the considerable volume of work 
undertaken by Companies House in the pursuit of defaulters, 
the experience of the sample, if applied throughout the total 
number of companies involved, would appear to indicate a 
substantial and continuing level of default. ~ Eprror.] 


Institute Subscriptions 


Sir,- Mr Zeital’s letter has given me sufficient impetus to 
write in. It does not surprise me that so few members make the 
effort to vote and to participate in Institute affairs. As a member 
of several clubs and associations, my experience is that generally 
the membership is not interested in its own management. 

The members elect a committee to run the club on the 
members’ behalf, and having shown confidence and trust in the 
committee members by electing them, the members expect 
the committee to manage the club within the limits of the club 
rules, without having to seek the members’ advice for every 
decision. If a committee recommends an increase in subscrip- 
tion, then fer me such a proposal is a formality, with no need 
for general participation in arriving at approval. 

I agree with Mr Zeital’s ideas on subscriptions, and I would 
support the idea of a uniform subscription being put before the 
committee. 

On the subject of ‘Literary Accountants’ I regard the letters 
published so far as trivial, pompous and self-indulgent, and I 
am surprised that you should print them. 


Yours faithfully, 


К. P. J. NEWTON, a.c.a. 
Wimborne, Dorset. 
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——— 
Notes 


and 
Notices 


PROFESSIONAL NOTICES 


Acar Bartes LepsamM & Со and 
Harmoop BaNNER & Co, Birmingham 
firm, announce that Mr Eric S. WALKER, 
F.c.A., having reached retiring age, re- 
signed from the partnerships on Septem- 
ber 30th, 1971, after spending his whole 
working life with the firm. 

ANNAN Impey MonnisH and Накмоор 
BANNER & Co announce the formation 
of a firm under the name of HARMOOD 
BANNER A.I.M., to carry out management 
consultancy work. The partners in the 
firm are: Messrs C. H. BROWN (managing 
partner), С. C. Cuirb, J. №. Нпл5 and 
R. E. ScooNss (executive partners), and 
W. Н. Воскіғү, M. Н. CABOURN SMITH, 
К. W. J. Foster, C. J. GuPwELL, Е. D. M. 
Lowry and C. R. PLUMMER. The address 
of the partnership will be Oldbourne 
Hall, 43 Shoe Lane, London EC4A 3BL. 
The existing practices of ANNAN IMPEY 
MonnisH and Накмоор BANNER & Co 
and their respective associated firms, 
continue unchanged. 


FIsHER, Conway, FENTON & Co, 
announce that Mr EDMUND GREEN, 
F.C.A. joined them as a partner on October 
rst and in future, the firm will be known 
as FIsHER, Conway, FENTON & Co, 
incorporating MEREDITH GREEN & Co, 
Chartered Accountants. 


HarL & Co, Chartered Accountants, 
announce that their address is now 29 
Wicker, Sheffield 53 8HS, telephone 
Sheffield 26180. 

Peat, Marwick, MITCHELL & Co, 
Hong Kong, announce the admission to 
the partnership of Mr Iain F. Bruce, 
c.a., and Mr Davin L. DAVIES, A.C.A., 
on October rst, 1971. 


APPOINTMENTS 


Mr J. D. Eastwood, F.c.a., who was 
appointed secretary and group account- 
ant of Hepworth Iron Co last January, 
has joined the board of Ellistown Pipes, 
a subsidiary, as production director. 
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Mr Peter F. Hunt, c.a., has been 
appointed a non-executive director of 
Hooker Craigmyle & Co. 


Mr D. P. R. James, F.c.A., financial 
controller and secretary of Berlei (UK), 
has been appointed a director of the 
company. 

Mr G. Holland, a.c.a., has joined the 
board of Millspaugh, and has been 
appointed to the newly created post of 
group controller. 





Mr D. Hughes 


Mr G. Holland 


Mr David Hughes, A.C.A., has joined 
Textile International Marketing Enter- 
prises as company accountant. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
AND WALES 


Members’ Addresses Wanted 


The Secretary of the Institute would be 
glad to know the present addresses of the 
following members of the Institute. The 
town at which the member was last known 
is shown after each name: 


Johnson Cyril Akam, А.С.А., London W6 

'T'amjid Hossain Basunia, A.C.A., London SW17 

Dipak Кап: Bose, A.C.A., Bexleyheath, Kent 

Maxim Verdun Broady, А.С.А., Quebec, 
Canada 

Nicholas Charles Cavendish, А.С.А., London 


W2 

Mohammed Anwar Golan Quddus Chowdhury, 
А.С.А., London SW19 

Frederick Basil Cowles, Е.С.А., Beckenham, 
Kent 

James Rivett Cox, Е.С.А., Loughton, Essex 

David Austin Davies, F.c.A., Ontario, Canada 

Joseph Marmach Drummond, r.c.4., Rich- 
mond, Surrey 

Kenneth Hugh Duncan, F.c.a., Newcastle 
upon Tyne 

George Thomas Ehlers, A.C.A., Bristol 8 

Richard Anthony Field, A.C.A., Banbury, Oxon. 

Stephen Gellman, A.C.A., London NW8 

Nils Peter Grut, A.C.A., London W6 

John Kevan Hawkwood, A.C.A., Stockport, 
Cheshire 

Roland Drummond Hill, r.c.4., Portadown, 
Co. Armagh 

Peter John Lea Hodson, A.C.A., Chandlers 
Ford, Hants 

Stephen Donald Judson, A.C.A., London Nro 

John Peter Kirby, A.C.A., Doncaster, Yorks 

Leslie Brian Maher, A.C.A., Liverpool 4 

Robert Anthony Mee, A.C.A., Sutton Coldfield, 
Warwicks 

Kenneth Nicholson, F.c.a., Bromley, Kent 

Barrie Prebble, A.C.A., Coulsdon, Surrey 

Paul Rayner Rawson, Е.С.А., Dulwich SE21 

Harry Charles Ridgewell, a.c.a., Lakeside, 
Cardiff 
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David Ledgard Shaw, F.c.a., London Мт 

Mrs Gillian Margaret Smith, A.C.A., New- 
market, Suffolk 

Derek Stone, F.c.A., California, USA 

Mathew Ford Thomas, F.c.a., Port Talbot, 
Glam. 

Harry Thompson, F.c.a., Blackburn, Lancs 

David Alexander Turnbull, A.C.A., Chester- 
field, Derbyshire i 

George Turnbull, A.C.A., Sunderland, Durham 

James Michael Tyrrell, A.C.A., London W2 

Sinnathamby Varatharajah, A.C.A., London W2 

Brian Andrew Conder Whitmee, Е.С.А., 
London Wr 

Louis Henry Cornelius Westerbeek, A.C.A., 
Preston, Lancs 

Bruce Ley Wilson, А.С.А., Rayleigh, Essex 

Nicholas Anthony Ingram Chapman, F.C.A., 
Lindfield, Sussex 

Herbert Edwin Down, Е.С.А., Eastbourne, 
Sussex 

Frederick Charles Gillmore, А.С.А., Chisle- 
hurst, Kent 

William John Hopkins, А.С.А., 
Cheshire 

Robert Anthony James, A.C.A., Birkenhead, 
Cheshire 

Hugh Heskett Peter Lucie-Smith, -A.C.A., 
London SW: 
Neil John 
Surrey 
Herbert Gordon North, F.c.a., Blaby, Lei- 
cester 

James Theodore Saunders, Е.С.А., London 
EC4 

Jeffrey Ian Scobie, A.C.A., Orpington, Kent 

Peter Brian Stentiford, A.C.A., Rugeley, Staffs 

Michael Smith, A.C.A., Llanelli, Carms 

Benjamin Raymond Thomas, Е.С.А., Bath, 
Somerset 

Jeffrey William Timms, F.c.a., Nottingham 

Patrick Dermot Tolhurst, F.c.a., S. Ascot, 
Berks 

John Frederick Walker, F.c.a., Chelmsford, 
Essex 

Charles Michael Watson-Smith, F.c.a., Godal- 
ming, Surrey 

Harold William Watterson, F.C.A., Leicester 

John Hugh Willsley Weston, A.C.A., London 
SWi1 | 

Ian Clifford Francis Worley, 
Wittering, Sussex 

Michael Vernon Deacon, A.c.A., Brussels 

Harold Kanter, ғ.с.А., London N12 

Oliver Godefroi Kelley, A.C.A., London Wr 

James Keith Malkin, F.c.a., Capetown, 
S. Africa 

Ralph Samuel Turner, F.c.A., Hastings, Sussex 

Anil Kumar, A.C.A., Tehran, Iran 

Ian Alastair James Crawley, А.С.А., Lough- 
borough 


Stockport, 


Macdonald, r.c.4, Farnham, 


A.c.A., W. 


Technical Advisory Committee 


The 174th meeting of the Technical 
Advisory Committee was held in the 
Council Chamber at Chartered Account- 
ants’ Hall, Moorgate Place, on Thursday, 
October 14th. There were present: 


Mr N. Cassleton Elliott (т the chair). 
Messrs G. F. Appleton, G. Bar, B. D. Barton, 
N. F. Beecham, R. P. Brown, L. H. Clark, 
I. F. H. Davison, A. C. Essex, R. Firth, 
C. R. P. Goodwin, J. H. Hewitt, E. G. Hill, 
Halmer Hudson, A. P. Hughes, H. B. 
Huntington-Whiteley, D. J. Ironside, R. 
Lovely, K. Mashford, E. R. Nicholson, R. D. 
Pearce, G. B. Pidsley, J. M. Pitts, K. A. 
Sherwood, C. E. Smith, N. Smith, K. R. 
Stanley, С. Thompson, T. I. Е. Tod, С. Н. 
Vieler, R. F. Watkins, E. Watts, P. C. 
Westwood and J. A. P. Whinney with Mr 
G. A. Slator, Secretary to the Committee. 
Mr F. C. de Paula attended by invitation. 
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Membership 
It was reported that Mr N. J. Edwards 
(Northern) had tended his resignation 
from the committee and the committee 
expressed its appreciation of his services 
since 1965. 
| Matters considered 
. Technical matters considered included 
the problems of the transition from a 
с System of purchase tax to VAT and a 
_ proposed statement of standard ac- 
, . counting practice ‘Extraordinary items 
гапа prior year adjustments’. 








v Future meetings 

_ It was noted that meetings of the com- 

mittee had been provisionally arranged 

_ for December 7th, 1971, February 3rd, 
April 13th and June 1st, 1972. 


. THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The objects of the Fellowship аге to 
promote fellowship among Christians 
preparing for and engaged in accountancy 
and thus to seek to extend the Kingdom 
. of God. 
The programme arranged for 1971-72 
includes evening discussion meetings at 
Chartered Accountants! Hall, Moorgate 
Place, London ECz. Discussion begins 
at 7 p.m. and ends about 9 o'clock. A 
с buffet supper is available beforehand 
(o (6.15 p.m.) at a charge of £1 (students 
..50 










p). 

: The Fellowship annual dinner has been 

_ planned for Tuesday, February 8th, at 
the Constitutional Club, 86 St James's 
Street, London SWr. 

In addition to these arrangements, 
there will be meetings for Bible reading 
and prayer at 1 p.m. on the first Monday 
of each month. A City meeting is held at 
the Church of St Peter-upon-Cornhill, 
London EC3, and a West End meeting 
in the Vicarage of Christ Church, 
Mayfair, 21 Down Street, London W1. 

Membership is open to those who are 
engaged in or studying accountancy in 
all its fields. Membership forms are 
available from the Membership Secretary, 
Mr К. J. Carter, B.com., F.c.a., 6 High- 
field Drive, West Wickham, Kent, 
(01-777 4716) (01-588 6356). 


JOINT ICA AND BIM 
COURSE ON MANAGEMENT 


‘Management responsibility for cost 
effective computers’ is the title of a three- 
day course organized jointly by The 
Institute of Chartered Accountants in 
England and Wales and the British Insti- 
tute of Management, to be held from 
November 15th-18th at the Grand Hotel, 
Eastbourne. The predominant objective 
of the course is to focus attention on 
positive and profitable areas of computer 
utilization, and the course is intended for 
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directors, managers and serior executives 
who are responsible for the investment 
of company funds. 

Speakers will include Mr B. J. Gibbens, 
ACA, F.B.C.&, Mr L. Fuller, Е.С.А., 
M.B.C.S., and Mr J. A. W. Moir, C.A., and 
subjects covered will include an assess- 
ment of the current situation in com- 
mercial data processing in the United 
Kingdom today, an outline of latest 
computer developments and reviews of 
software and systems. 

Fee for the course is £80 for members 
of either Institute, and {100 for non- 
members. Applications should be made 
to the Head of Cenference Registration, 
British Institute of Management, Man- 
agement House, Parker Street, London 
WC2B sPT. 


WOMEN CHARTERED 
ACCOUNTANTS’ ANNUAL 
DINNER 


The Imperial College of Science and 
Technology will be the venue for this 
year’s annual dinner of the Women 
Chartered Accountants’ Dining Society 
which takes place on Friday, November 
19th, at 7 for 7.30 p.m. The principal 
guests will include the President of the 
Institute, Mr A. Н. Walton, F.c.a., and 
Miss Eileen Cole, chairman of Research 
Bureau Ltd, a Unilever subsidiary, and 
the first woman to rise to such a position 
within Unilever. 

Those women accountants who are 
not yet members of the Society are 
invited to join now and thus be able to 
attend this year's dinner. Tickets are 
obtainable from the secretary, Mrs 
Caroline Roughton, то The Orchard, 
London W4. Telephone 01-994 2360. 


CROYDON CHARTERED 
ACCOUNTANTS’ MEETING 


At a meeting of the Croydon Society of 
Chartered Accountants held on October 
11th, members were told that of the 
present total membership cf The Institute 
of Chartered Accountants in England 
and Wales, excluding retired members 
and members living abroad, approxi- 
mately 4 per cent or 2,000 resided in the 
Croydon area. 

The speaker, Mr R. O. A. Keel, 
F.C.A,, a member of the Council of the 
Institute, who was leading a discussion 
on the future of the profession, asked 
members to examine the present system 
of Institute elections with special regard 
to representation from local societies. 

Education, training and the future of 
the. profession, after the failure to inte- 
grate with the other accountancy bodies, 
was discussed at length. 

The next meeting wil be held on 
Monday, November 8th, at The Grey- 
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hound, Croydon, at 7.30 p.m., when Mr 
W. С. Clark, F.C.C.4., M.P., will discuss 
the ‘Local and National effects of Britain's 
entry into the Common Market’. 


REVENUE PAPER 
Michaelmas Sittings 1971 


The following cases are down for hearing 
during the Michaelmas Sittings 1971: 


House or Lorps 
Banning v. Wright 
Pearlberg v. Varty 


Awaiting Judgment 
F. A. & A. B. Ltd v. Lupton 
Lynall and Another v. CIR 
Thomson v. Gurnville Securities Ltd 
Crabtree v. Hinchcliffe 


Court OF APPEAL 


General Reinsurance Со 
Tomlinson 

Alherma Investments Ltd v. Tomlinson 

Odeon Associated Theatres Ltd v. Jones 

Restorick v. Baker • 

Owen v. Burden 

Blausten v. CIR 


Шен Court (Chancery Division) 


Moore v. R. J. Mackenzie & Sons Ltd 

CIR v. R. J. Mackenzie & Sons Ltd 

Restorick v. Godber 

Restorick v. J. H. Woodward (Contrac- 
tors) Ltd 

Restorick v. Parry 

Restorick v. Godber, Parry and Parry 

Malcolm-Brown and Horn (Trustees of 
Mollie Helme Settlement) v. Restorick 

Ransom v. Higgs 

Motley о. Pickersgill and Jenkins 
(Trustees of Higg's Settlement) 

Kilmore (Aldridge) Ltd v. Dickinson 

Dickinson v. Downes 

Grant v. Trustees of Downes 
Settlement 

Sinsbury v. O'Brien 

Thompson v. Mohammed Salah 

Crisp Malting Ltd v. Bourne 

Nothman v. Cooper 

Mills v. CIR 

Coalite and Chemical Products Ltd v. 
Treeby 

Graham v. White 

Reeves v. Evans Boyce and Northcott 
Syndicate 

Hewitt v. CIR 

Barry v. Hughes 

Hurst v. Griffiths 

Moore v. Griffiths 

Griffiths v. Hurst 

Griffiths v. Moore 

Heather v. P-E Consulting Group Ltd 

CIR v. P-E Consulting Group Ltd 

Oppenheimer v. Cattermole 

Bamford v. AJA Advertising Ltd 

Canada Safeway Ltd v. CIR 

Associated British Maltsters Ltd v. CIR 


Ltd v. 
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Post-Mortem 


Ва is room, we think, for some little difference of opinion as to the 
extent to which it may be proper for a nationalized industry to make a 
profit. There have been times, it is true, when nationalized industries 
have shown themselves more prone to make losses; but if the losses of 
nationalized industries are inevitably met from the taxpayer’s pocket, it is 
no less arguable that the profits of a nationalized industry are tantamount 
to a form of indirect taxation. 

This reflection is prompted by the recent report of the Post Office ~ 
which, although now established in form as a public corporation, has in 
fact functioned as a nationalized industry for many years. The ‘profit’ of 
the Post Office for the year ended March 31st, 1971, £205 million, 
represents the excess of the telecommunications profits, £93,530,000, over 
losses of {72,595,000 on postal business and £439,000 on data processing. 

The ‘postal’ loss includes the results of the Giro service (although this is 
not clearly indicated in the heading of any of the main statements), and a 
substantial question mark still hangs over the future of this aspect of 
postal services. The suggestion in the report that ‘what is needed is an 
early statement by the Government of support for Giro and of its readiness 
to use the service for its own purposes in all appropriate circumstances’, 
may be read by some as an indication that Giro has shown itself incapable 
of competing on equal terms with existing banking services. Concurrently 
with the doubtful future of the Giro service, the demand for money and 
postal order services declined by 20 and 17 per cent respectively. 

The effects of the postal strike which ran for a period of seven weeks 
from January 20th to March 8th this year — ‘the first of its kind in the 
300-year history of the Post Office’ — are conspicuous from the statistical 


section of the report; whereas both the number of staff and the total value 


of transactions showed increases over 1969-70, the volumes of corres- 
pondence posted, of parcels handled, and of correspondence sent by air 
abroad all fell substantially below 1969-70 figures. Approximately 40 per 
cent of the 10,500,000 letters handled were sent by first-class service, 
and it is claimed that ‘94 per cent of first-class letters were delivered by 
the week-day following posting, and 91 per cent of second-class letters 
within two working days'. Disgruntled correspondents may, however, be 
quick to point out that these figures also amount to an admission of delay 
to approximately a quarter of a million first-class and nearly 600,000 
second-class letters — even if we accept that the recent experience of the 
English Institute in the use of rebate mail (T he Accountant, September 
23rd) was wholly exceptional. 

Few will dispute the view of the report that the first full year in which 
the Post Office operated as a public corporation was in many ways a 
difficult and disappointing one. If, however, the policy continues of in- 
creasing telecommunications charges to curb demand whilst at the same 
time increasing postal charges to recoup losses, the future for the 
consumer is indeed bleak. 
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BR on the Right Lines 


quse can be few businessmen without a practical 
interest in the railways and vessels which represent the 
essential framework of communication within the United 
Kingdom and across the narrow seas. In recent years the 
progress of this industry has been aided by the new aware- 
ness of what business has to offer the public service, and the 
interchange of ideas has gathered momentum. The fusion 
of interest which can result is well illustrated by the 
recently publicized developments in railway finance. 

_ At the outset, certain erroneous notions should be dis- 
pelled. Despite the fact that British Railways' accumulated 
tax losses are of the order of £500 million, there is no ques- 
tion of selling these-off to the City. Nor is the ‘avoidance’ 
of taxation the ‘sole or main objective’ of the operation, to 
use the language of anti-avoidance legislation. There is 
not one law for the large nationalized industry and another 
for private business. Chapter IV in Part 17 of the Taxes 
Act contains a network of rules to counteract artificial 
transactions and these are binding on both sectors. 

The new arrangements result from taking a long-term 
view of the requirements of British Railways ‘for the main- 
tenance and development of that business’ – 10 use the 
phrase which we have deliberately extracted from section 
290 of the Taxes Act. This law permits close companies to 
‘escape’ tax applicable to profits purposefully retained in 
their businesses. 

Before passing judgement on procedures adopted to 
minimize the incidence of tax in the case of large-scale 
business, it is as well to bear in mind that Parliament itself 
has approved the principle that the Revenue’s claims are 
to yield precedence when the welfare of a going concern is 
shown to present a prior imperative. The criteria appro- 
priate should be the contribution which the proposed 
arrangements make to the viability of the industry, their 
relationship to governmental guidelines on investment and 
their compatibility with approved methods of raising 
finance. 

In their report for 1969 the British Railways Board wrote 
of their mandate to behave in a commercial manner, 
implying the freedom of every commercial business to 
diversify, to direct its investment policy and its managerial 
skills according to the changing character of the market. 
Admittedly, it is a chastening thought that this claim was 
backed by reference to the extraneous activities of the Penn- 
Central railroad system, now shown to have contributed to 
the latter’s downfall, but the three freedoms undoubtedly 
appertain to the successful operation of the Board’s 
primary functions. Perhaps this is why the 1970 report 
declared the Board to be no conglomerate, but a group 
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organized im the pattern of holding and subsidiary com- 
panies well designed for effective control of the inter- 
related businesses. 

Certainly the fruits of this new attitude were shown by 
the Board’s emphasis on the financing of investment esti- 
mated at £442 million in the years 1971~75, for which the 
requisite cash-flow could not be generated solely from 
depreciation provisions, working surpluses or sales of 
surplus land. It was envisaged that ‘a possible solution 
that might help to fill the gap would be the leasing of 
equipment rather than its outright purchase’. 

This statement evidently réfers to various schemes on the 
launching rad after intensive studies derived from the 
original inventiveness of Mr Guy Weston, B.A., A.C.A., of 
Morgan Grenfell. In this modern age, society is served 
perhaps less by new discoveries in the material field than 
by inspired organization whereby familiar resources are 
brought inte fresh combinations. The development of an 
original thought into a workable process requires intensive 
build-up of xnow-how, and it is this which has been speci- 
ally the contribution of the accountancy profession. 

In North America and elsewhere the correct treatment of 
leasing has now begun to be seen as a major conundrum. 
Hitherto, perhaps, one reason for the popularity of leasing 
has been th» opportunity to set off an accurate outgoing 
against current revenue. The alternative selection of the 
appropriate depreciation provision has always required 
nebulous projections and in most tax systems has been 
constrained by the upper limit of allowable appropriations. 
In the opposite direction, the tax factor has also operated 
to produce an embarrassment of allowable deductionsfor 
the shipping and other capital intensive industries. 

It is now »ossible to link the various threads which have 
been woven together to produce Railway Finance Ltd. The 
equity is held by a consortium of institutions distinguished 
by their abiity to command impressive flows of cash and 
profits. The finance for the company's undertakings is 
derived fromm British Railways, which has recently taken to 
raising funcs abroad. Railway Finance Ltd will buy the 
modern rolling-stock designated in the current five-year 
plan and lease them to British Railways at economic rates. 
The actuarml principles underlying the accountancy of 
leasing have the effect that a greater proportion of British 
Railways’ current revenue receipts are absorbed against the 
cost of providing this equipment than would have been 
possible on "ће conventional scales for depreciation... . 

Аг the same time the sacrifice of tax collections which the 
Government offers through the medium of 80 per cent 
first year and other allowances on expenditure for new 
capital assets is immediately made available. In accordance 
with the greup relief provisions of sections 258 and 259 
of the Taxes Act, these reliefs are taken up against the 
concurrent 2rofits of the separate businesses of the con- 
sortium members who pass on the benefit to British Rail- 
ways through an enhancement of the return on the funds 
deposited br the Board with Railway Finance Ltd. 

A glance st the accounts of British Railways reveals the 
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magnitudes ` involved. Rolling-stock, ships, plant and 
equipment cost £1,022 million, towards which depreciation 
provisions of £704 million have been accumulated. Current 
additions rose by £5 million from £18 million in 1969 to 
£23 million in 1970 but net current assets of £33 million 
were incommensurate with capital commitments of £122 
million. This comparison: ignores the fact that the staff 
savings bank deposits and superannuation commitments of 
£196 million are wholly reflected in fixed assets. Hence the 
new programme will play an important part in building up 
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acceptable liquidity ratios which may be expected to assist 


‘external borrowing, as well as in increasing net profits 


through the cashing of tax reliefs. : 

It will be recognized that ‘this conclusion reflects the, 
present Government's philosophy that it is better to allow 
industry to finance itself by retention of profits earned, than 
to hand out grants irrespective of the measurable benefit 
to the community. In giving practical effect to this policy, 
members of the accountancy profession are providing a 
public service. 





CURRENT AFFAIRS 


The Stable Door is Locked 


YE long history of dividend strip- 
ping was brought to an end last week 
by the twin decisions of the House of 
Lords in КА. & A.B. Ltd v. Lupton 
and Gurneville Securities Lid о. 
Thomson. 'These follow on their com- 
parable ruling in CIR v. Greenberg 
(The Accountant, July 29th, 1971). 

In view of the complexity of the 
transactions under review it is clear 
that great expense has been involved 
both on the part of the Revenue 
Department and.their opponents in 
the past decade. Perhaps this explains 
the note of contrition which appears 
in some of their lordships' speeches, 
having regard to the initial decision 
favourable to the taxpayer in $. P. 
Harrison (Watford) Lid о. Griffiths 
(41 ATC 36). 

It was not until a contrary decision 
had been arrived at in Finsbury 
Securities Ltd v. Bishop (45 ATC 333), 
that the House of Lords could be said 
to stand opposed to dividend-stripping 
but by then the confusion arising from 
their earlier lead had wrought its 
mischief. Thus in F.A. & A.B. Ltd v. 
Lupton the Special Commissioners, 
influenced by the rulings in Harrison 
and Finstury (which at that stage had 
been decided in the taxpayer’s favour 
by the Court of Appeal), recorded 
findings that the transactions in dis- 
pute formed part of the company’s 
trade of dealing in shares. | 

Lord Simon considered that 
Harrison's case was a very narrow 
decision. Lord Donovan expressed the 


view that, as between the Harrison and 
Finsbury cases, the latter must now 
clearly be taken to be right. Viscount 
Dilhorne felt some doubt about the 
view that in Harrison’s case the trans- 
action was (іп Lord Morris’s phrase), 
‘demonstrably a ‘share-dealing trans- 
action’, and that a fiscal advantage did 
not change its character. The better 
authority derived from Finsbury sup- 
ported: the proposition that dividend- 
stripping activities, involving the pur- 
chase of shares and receipt of 
dividends, might be outside the scope 
of the trade of a dealer in stocks and 
shares. Hence the learned Viscount 
would have no hesitation in holding 
that if a transaction viewed as a whole 
was entered into and carried out for the 
purpose of establishing a claim against 
the Revenue under what was formerly 
section 341 of the 1952 Act, then it did 
not form part of the trading activities 
of such a dealer. 

It may be remarked that the trans- 
action reviewed in Harrison had been 


of classic simplicity in that it com-: 


prised a single operation throughout 
the accounting period involving the 
purchase of a company’s shares for 
£16,900, the procurement therefrom 
of a net dividend of approximately 
£15,900 and the re-sale of the shares 
for £1,000. Lord Denning had de- 
nounced this as a dividend-stripping 
operation. The narrow majority of 
three to two in favour of the taxpayer 
in Harrison, included Lord Morris and 
Lord Guest, but the latter found no 


inconsistency between Harrison’s case . 
and Finsbury. Lord Guest summarized 
the position іп Г.А. © A.B. Ltd by 
saying that the shares there were not 
bought as stock-in-trade of a dealer in 
shares but as pieces of machinery with 
which a dividend-stripping operation 
might be carried out. 

Originally Ғ.А. © А.В. Lid had 
comprised backward-stripping on the 
Harrison pattern and forward-strip- 


. ping, but only the second type of 


transaction was comprised in the 
appeal to the Lords. The greater 
artificiality of ^ forward-stripping 
prompted Lord Morris to denounce 
its non-trade character with the same 
fervour with which he had espoused 
the opposite cause in Harrison. 


No Relief for Conference 


Expenses 


OW zealously should a profes- 
sional man pursue his duties? ' 


Must he take the narrowest view of 


what he is called upon to do? Or if his 


enthusiasm lands him in expense, can 


he call upon the Revenue to contribute. ` 
towards his outlay by an abatement of 
their clatms on his gross.emoluments? 
These questions were at the heart of 
the case of Owen v. Burden which was 
heard in the Chancery Division by Mr 
Justice Plowman (The Accountant, 
June 3rd, 1971). | | 
The тахрауег— ап engineer and 
county surveyor — had been concerned ' 
in the course of his duties with a major 
roadworks scheme in which his own 
employer participated together with 
other authorities. A difference of 
opinion had arisen ‘as to the relative 
merits of the scheme as proposed anda 
variation devised by the surveyor, who 
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decided to take advantage of the World 

' Road Conference in Tokyo in order to 
seek a ‘second opinion. There his 

_stand was vindicated by a Rhodesian 
engineer who indicated that the rela- 
tive costs of the surveyor’s ‘dry 
bridge’ proposal would be one- "fourth 
of the alternative. 

The surveyor's employer lad: paid 

the air fare deposit amounting to one- 
tenth of the sum in dispute, and it 
. Was on record that the full expenses of 
" an earlier visit to a conference in 
America had been reimbursed. On the 
second occasion the surveyor had 
acted independently. 

In the Court of Appeal last week, 
Lord Justice Salmon upheld the 
earlier decisions negativing tax relief 
within what is now section 189 of the 
Taxes Act despite the fact that Mr 
Owen, in making his journey, had done 
his best and in the broad sense had 
done his duty. This adverse conclusion 
reflected the strict language used by 
the legislature in framing the 
conditions for relief. 


No Appeal by Maxwell 


R ROBERT MAXWELL, it has 

| been stated, does not now intend 
to appeal against the refusal by Mr 
Justice Forbes in the High Court 
earlier this month to grant an injunc- 
tion restraining the inspectors – Sir 
Ronald Leach, C.B.E., F.C.4., and Mr 
Owen Stable, Q.C. – from publishing 
further reports on the affairs of 
Pergamon Press Ltd (The Accountant 
October 7th). It will be remembered 
that, according to the terms of the 
judgment, the inspectors were to be at 
liberty to report further in the event of 
an appeal not being prosecuted with 
all diligence. 

A. number of questions relating to 
the case were tabled in the Commons 
for written answer this week by Sir 
Gerald Nabarro. Sir Gerald is asking 
whether the Department of Tiade and 
Industry is satisfied with the workings 
of sections 165 to 168 of the Com- 
panies Act 1948; whether representa- 

tions were received from Mr Maxwell 
` prior to publication of the Pergamon 
report, and what action was taken on 
them; whether instructions will now 
be given that no action is to be taken 
against a person criticized in such 
. circumstances who has "not been 
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warned of the risk of such cr.ticism 
and been given an opportunity: to 
answer; whether legislation wil now 
be brought forward to prevent the 
publication of future reports to the 
effect that a named individual is unfit 
to exercise control of a public com- 
pany; and when publication of a fur- 
ther report in the Pergamon case is 
expected. 

It has already been confirmed that 
the inspectors’ inquiries had 1eached 
the point at which they would be able 
to issue a further report at any те. 


An Official Secret 


VERPAYMENTS of tax, ranging 
between £5 and £30 in individual 
cases, arose in one London tax cistrict 
because at least 10 per cent of the staff 
did not understand the system to 
which they were supposed to ђе work- 
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ing. An unidentified tax officer who 
discovered the errors was told by his 
superiors that no action was proposed 
to re-open these cases, and was warned 
that he risked the loss of his pension 
rights and possible imprisonment un- 
der the Official Secrets Act if he 
divulged information. 

These allegations were made last 
week before the Franks Committee on 
the working of the Official Secrets 
Act. The informant claimed that he 
wanted to make sure that ‘instances of 
this kind could not be hushed up 
again’, A spokesman for the Inland 
Revenue confirmed that they were 
aware of these ' allegations — which 
related to matters long since past — but 
otherwise declined to comment. 

The Inland Revenue Staff Federa- 
tion, which has given several previous 
warnings of the effect of staff shortage 
and legislative changes on pressure of 
work in Revenue offices, agreed that 


National Insurance Arrears 


HE former managing director of a 

company now in liquidation was, 
in the Court of Appeal last week, 
ordered to pay arrears of national 
insurance and industrial injuries con- 
tributions totalling over f21,0co and 
relating to a period of several months 
before the company went into liquida- 
tion. The proceedings were brought 
by the Department of Health and 
Social Security under section 55 (8) 
of the National Insurance Act 1965 
which provides that ‘if the employer, 
being a body corporate, fails to pay to 
the National Insurance Fund or the 
Industrial Injuries Fund any sum 
which the employer has been ordered 
to pay under this section, that sum or 
such part thereof as remains unpaid 
shall be a debt due to the National 
Insurance Fund or the Industrial 
Injuries Fund . . . jointly and severally 
from any directors of the body cor- 
porate who knew, or could reasonably 
be expected to have known, of the 


failure to pay the contribution or- 


contributions in question’. 

Mr William Alexander Wayts, for- 
merly managing director of Trade & 
Industrial Press Ltd, disputed liability 
on several grounds. He had ceased to 
be a director, he said, when the 
company went into liquidation . on 


June 23rd, 1970; the. order for pay- 
ment of the arrears of contributions 
was not made until October 8th that 
year. Thus, at the date of the order, 
he was no longer a director of the 
company; he was under no obligation 
to satisfy the order, nor could he 
instruct the company to pay. He also 
disputed that he knew, or could reason- 
ably have been expected to know, of 
the arrears; he was concerned with 
several other companies, was very busy 
and had sometimes been ill. 
Dismissing Mr Wayte's appeal, the 
Court ruled that: the liability to pay 
contributions had arisen at various 
dates prior to the order of October 
8th, 1970, and it could not have been 
the intention of the section’ that а 
director liable to prosecution could 
possibly evade liability by resigning his 
office. The extent of Mr Wayte’s 
knowledge of the arrears was a ques- 
tion of fact; on the evidence, there was 
no doubt that he had been in corres- 
pondence with the Department of 
Health and Social Security, and had 
also had several interviews with them, 
concerning the company’s failure to 
pay. It seemed clear that, during the 
period in question, Mr Wayte could 
reasonably have known that contribu- 
tions were not in fact being paid. . 
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they were also. aware of: the case — 
which should not be regarded as a 
typical cne. Whilst errors could, of 
course, ` occur, Revenue staff were 
anxious to deal fairly with the public 
and to give the best possible service. 
The report of the Franks Committee 
.is expected during the first half of 


1972. 


Public Trustee's Report 


KEMAND for the services of the 
Public Trustee has shown a 
gradual ‘decline in numbers (though 
not, possibly because of inflation, in 
value) in recent years. Following 
peaks of 506 new cases in 1963-64 
and 478 in. 1967-68, the number of 
new cases accepted, during the year to 
March 31st, 1971, fell to, 400, the 
lowest at any time during the last ten 
years. The number of cases current on 
March 3490, 1971, 11,910, was also 
the lowest for the same period.. 
During the year 1970-71, the Public 
Trustee incurred losses totalling £360 
as a result of errors in administration. 
Four of these were cases of delay 


during the year, one a clerical error. 


dating from seven years ago, and one 
a drafting error from 14 years ago. 


This obligation to report mistakes . 


publicly is a salutary discipline which 


is not shared by any other trusteé, 


whether’ private or corporate; it is in 
fact welcomed by the officers of the 
Department, and the figures quoted 
seem to show a commendably high 
standard of general practice. 


Under the terms of the Public’ 


Trustee Act 1906, the Department is 
required to function on terms which 


wil prevent it from becoming а 


charge on public funds. During 1970- 
71, fees exceeded expenses by £2,381, 


and the cumulative experience of. 


eight years endéd on March 31st, 1971, 
showed a surplus of £13,166 over total 
expenses for the same period of 
47,713,658. This, as the report points 
out; falls within 0:18 pers cent of е 
balance. i ; 


Overseas Study Tour. 
NDER the- joint sponsorship of 
the British Council and the Over- 

seas Development Administration (a 

branch cf the Foreign and Common- 

wealth Office, Mr George Ronson, 

E.A, AM.B.L.M., recently visited 


pon у | Ў еза 5 
ACCOUNTANT 


Sierra Leone, Ghana, Nigeria and 


West „Сатегооп. Mr ‘Ronson is 


"Director of Studies of the Overseas 


Development Administration (FCO) 


7 course in ‘Public accounts and audit’ 


at Wandsworth Technical College. 

In each of the countries visited, 
discussions were held with govern- 
ment officials, staff of institutions con- 
cerned with accounting training, and 


, members of the accounting profession, 


in order to review local existing or 
planned training facilities, including 


_ possible future areas for UK technical 


assistance. The tour programme pro- 
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vided an opportunity for study of : 


many problems in public financial 

management, including government ` 

accounting, auditing and related fields. _ 
Mr Ronson’s inquiries will enable 


' the ODA courses for overseas ac- 


countants and auditors at Wandsworth 


Technical College to be geared more. · 


closely to the practical training.re- . 
quirements of developing countries. 


He also met many former; ODA _ 


course members and discussed swith 
them: the effectiveness of the training | 

they had received in Britain in relation 4 
to their на work: is 


Ра 


Policing the Companies Acts | 


ECENT events have suggested 
that the powers of the Department 
of Trade and Industry to protect the 
public in regard to the conduct of 
insurance business and the administra- 


tion of companies generally are not: 


always effective. Following the re- 
assembly of the House of Commons 
last week, a large number of questions 
for written answer in the name of Mr 
R. B. Cant related to the powers of the 
DTI under the Companies Acts 1948 
and 1967, the Insurance Companies 
Act 1958, the Prevention of Fraud 
(Investments) Act. 1958, and the 
Protection of Depositors Act 1963. 
(Hansard, October 18th; written 
answers, columns 29-46.) 

Mr Cant's questions were largely 
directed to such matters as the number 
of cases in which inspectors had been 
appointed to examine the affairs of 
public companies, the number of 
winding-up petitions initiated by the 
DTI, the extent of co-operation 
between the DTI and. the police in 
suspected cases of fraud and the use of 
the Department’s investigatory, inter- 
ventionist, and enforcement powers 
‘in such a way as to protect the public 
in relation to managerial wrongdoing 
and negligence, even when the com- 
pany concerned is not on the point of 
collapse, rather than-for the conduct 
of post-mortems when it has collapsed 
or is about to’. 

For the DTI, Mr Nicholas Ridley 
undertook to heat some of Mr Cant’s 


suggestions in mind during the 


Government’s review of company law. 
Whilst inevitably the answers to some 
of Mr Cant’s questions could not be 


obtained without disproportionate ex- 


pense in investigating departmental 
files extending over a number of 
years, it is evident that little use has 
been made of several provisions of the 
relevant Acts. 'l'hus, for example, the : 
power under section 37 of the Com- 
panies Act 1967 (or its predecessor, 
section 169 of the 1948 Act) to bring 
proceedings in the name and on 
behalf of the company has, been 
exercised on no more than 15 occasions . 
since 1958. Of eight sections of the 

Protection of Depositors Act under 
which prosecutions are possible, only 
two have so far been invoked since its” 
enactment, resulting in a total of 31 
charges, of which 23 were successful. 
In regard to public companies, the 
powers of the Official Receiver under 
section 236 of the Companies Act 1948 
to make a further report in cases of 


'suspected fraud, were exercised on one ' 


occasion in 1969, and one in 1970. : 
No inspectors, were appointed by the . 
DTI to inquire into the membership · 
of any company under section 172 of . 
the 1948 Act during the years 1968, 
1969. ог 1970, although one applica- 
tion under section 172 SUBE, Mi 
period was rejected. 

Mr Ridley confirmed his previous 
decision (The Accountant, August sth), :- 
not to reconvene the Companies. Acts 
Consultative Committee, which is not : 
a statutory body and has not met since 
1956. He also stated that he did not. 
intend to take proceedings under 


. section 37 of the Companies Act 1967, 


against the second auditor (Mr J. N. 
Irvin.. F.A.S.A.) of Pinnock Finance | 
Company (Great Britain) Ltd. - . 
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Government Statistics 


„СВОМ time to time the Govern- 

. ment’s. statistical services have 

: sought to encourage the co-operation 
of the business community in their 
efforts to collect data from firms. Not 
so long ago the newly created Business 
Statistics Office went to considerable 
trouble to publicize the benefits of 
such co-operation and the efforts made 
by the statistical services not to impose 
an undue burden on the business 
community. 

In commenting upon these de- 
velopments this journal has stressed 
the importance of getting across to the 
businessman the benefits to be derived 
by him and industry in general from 
the statistical compilations of the 
Government. The Central Statistical 
Office seems to have grasped this 
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point and has now published Profit 
from Facts; a booklet which seeks to 
demonstrate how official statistics can 
be used to help business and industry. 
With a series of miniature case ѕ-ийіеѕ 
the authors show effectively how 
particular firms may derive useful 
information relating to their trade 
from official statistical publicaticns. 
The booklet also provides brief 
notes on how the business man can 
find ‘his way around the cfficial 
statistics. More such publications 
dealing with other aspects of sta-istics 
are promised, including a new cfficial 
guide to the published date. In 
particular, the reader is reminded that 
the Government statistics departments 
will often provide special statisticzl data 
for businesses at very modest cost. The 
new booklet is available free of charge 
from the Central Statistical Office. 





ICWA Recruitment 


ANAGEMENT accounting as a 
career for gifted young people is 
the current policy of The Institute of 
"Cost. and Works Accountants, which 
‘has: already announced its intention 
‘of raising the minimum entry stan- 
dard to two ‘A’ levels as from January 
1973 (The Accountant, May 6th). То 
.stimulate the recruitment of suitable 
candidates, officers of the ICWA are 
committed to working closely with 
“careers advisers at all levels. 
„АЕ a conference held earlier’ this 
month at the University of Aston, 
careers advisers in the Midlands were 
given an insight into management 
accounting. Speakers included Mr C. 
Thomsett, A.C.W.A.,, financial con- 
troller; Cadbury Schweppes Ltd; Mr 
J. E. Smith, B.SC., F.C.W.A., J.DIP.M.A., 
a member of the ICWA vee 
Mr J. Baggott, B.SC., A.C.W.A., 
member of the Institute’s тада 
Committee, and Miss К. M. Davidson, 
B.A, DIP.ED., the Institute's chief 
education officer. Undergraduates who 
. are interested in management ac- 
counting as a career will also have the 
opportunity to put their questions 
direct to a member of the ICWA 
‘staff at one of several lectures, careers 
conventions and individual interview 


sessions to be held at a number of 
universities in England and "Wales 
between now and March 2nd, 1972. 
‘Whilst the ICWA is keen to enlarge 
its graduate intake, the school beaver 
has not been ‘forgotten, and the 
Institute still looks to the ‘A’ level 
leaver to supply a large number of its 
students. During the coming year, it 
is hoped to improve liaison with careers 
officers.and careers teachers by means 
of direct contact, conferences and 
participation in careers conventions. 
The Institute is also participatiag in 
the NUT 1971 careers convention. 
All candidates for membership of 
the ICWA are required to have 
relevant practical experience, and com- 
panies will be encouraged to register 
their training schemes with th» In- 
stitute.. Representatives of the 
Institute have arranged to attend the 
Management ‘Training Centre at 
Heskin Hall, Lancashire, next month 


to meet training officers from the 


distributive trades. 

Further. · information оп the 
Institute' 8 .educational activitizs is 
available: from Mrs Christina Parry, 


the Institute's education and trzining 


officer, at.63 ‘Portland Place, Tendon 
WIN 4АВ-(01–580.6542). · 


-the capital or income . 
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Industrial Relations 
and the Code 


OW that the Industrial Relations 

Act has become law the code of 
industrial practice, usually referred to 
as the consultative document, is ex- 
pected to have a considerable in- 
fluence оп the future conduct of 
industrial relations. 

The British Institute of Manage- 
ment has studied the consultative 
document in parallel with the 
Industrial Relations Act and concludes 
that much needs to be done before the 
code will be acceptable to all concerned 
in its implementation. 

In general the BIM argues that the 
emphasis of the code should be on the 
institutional and procedural arrange- 
ments of industrial relations. -The 
prime need, states the BIM, is to 
ensure proper provision for the orderly 
and equitable resolution *of claims 


and grievances rather than to prescribe 


isolated substantive matters, the intro- 
duction of which into collective bar- 
gaining, the code should recognize, 
must be at the discretion of the parties 
involved. 

In particular, the code ‘should 
specify the responsibilities of Govern- 
ment and government departments; 
also there should be sufficient mem- 
bers of industrial tribunals to ensure 


'that they function adequately and, in 


the case of unfair dismissals, give 
decisions before dismissal becomes 
effective. Furthermore, the BIM be- 
lieves that the Department of 
Employment should consider estab- 
lishing a central source of guidance 
and information. 


Settior Escapes Tax 


HE settlor of a discretionary 

settlement (Blausten v. CIR) has 
persuaded the Court of Appeal that he 
is not chargeable to tax on the settled 
income. 

The settlement was made in 1956 
and by clause 2A the primary trust was 
to distribute income among a ‘specified 
class’ of beneficiaries which included 
the settlor’s wife. There was a power 
to appoint capital for the benefit of 
one or more of the specified class 
(‘but not so as to confer any benefit 
during the lifetime of the settlor in 
.. upon the wife 
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of the зе ог), and an ultimate trust 
for the settlor’s children. The schedule 
to the deed empowered the trustees 
with the settlor's consent to appoint 
or add any person except the settlor 
to the specified class. 
- After the enactment of section 22 
of the Finance Act 1958 the trustees 
executed an appointment to take the 
benefit of subsection (5). The ap- 
pointmen: directed that the capital be 
held on like trusts save that ‘wife, 
widow’ were excluded from the speci- 
fied class and the widow was included 
in the specified class for the powers of 
advancement and declaring new trusts. 
The Inland Revenue nevertheless 
contended that the schedule still gave 
power to add the wife to the specified 
` class and claimed surtax from the 
settlor under section 22. The Special 
Commiss:oners and Goff, J, upheld 
the Revenue’s contentions. 
Allowing the settlor’s appeal (The 
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Times, October 23rd), Buckley, LJ, 


did not agree that the appointment was · 


invalid. The effect of the appointment 
was ‘to redeclare all the original trusts 
subject to a variation’. In the context 
it was clear that the power under the 
schedule to increase the specified class 
was subject to the exclusion of the 
wife during the settlor’s lifetime. That 


meant that the settlement was not 


caught by section 22. 
His lordship also rejected the argu- 


ment that the power in the Schedule . 


to increase the specified class was void 
for uncertainty. 


Fate of the Sixpence 


THE fate of the 24р coin — still 
known to most people, despite 
decimalization, as the ‘sixpence’ — 
provoked a lively debate in the House 
of Commons on Wednesday of last 
week. Mr Geoffrey Finsberg was 
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particularly critical of the banks who 
were, he said, 'the real villains of the 
story’; they were behaving ‘both 
anti-socially and irresponsibly’. He 
maintained that the banks, having - 
initially been assured by the Decimal 
Currency Board that the sixpence 
would not be retained, had made no 
provision for it in the training of tellers 
or in their counter tills. Though . 
sixpences could usually be obtained 
on request, the banks were taking no 
active steps to maintain them in’ 
circulation. 
Replying to the debate, Mr Higgins 
claimed that, but for the part played 
by members of the present Govern- : 
ment when in opposition, the sixpence 
might by now have been demonetized 
along with the old xd and 3d coins. It 
was not the Government's policy, he 
said, either to force the 24р out of 
circulation, or to try to make it circu- ' 
late above its natural level. 





THIS IS MY LIFE 


End of an Era 


by An Industrious Accountant 


| DON’T seem to meet many of our store’s customers 
nowadays. Times have changed since the managing direc- 
tor talked sternly about uncontrolled charge-accounts and 
skyrocketing discounts, and set me as my first objective a 
target of one month’s sales as our maximum credit figure. 
Optimum liquidity ratios must be rationalized, I remember 
answering loftily; a bit of jargon which set him back on his 
heels, thus enabling me to maintain a facade of minor 
omniscience. 

Passage of years moved my office two floors up, more 
intricate problems of finance or subordinates called for 
priority attention, and a brisk young accountant took over 
as full-time credit controller. My room developed from a 
glorified market-place where we haggled cheerfully over 
outstanding accounts with voluble shoppers, to an ivory 
tower of rarified investment appraisal with an undercurrent 


suggestive of an expert psychiatrist's consulting-room. So. 


at least I felt in my more complacent moods. 

I was wrong, of course. Last week my door was un- 
ceremoniously flung open to admit that wealthy dowager 
whom our nervous young financial accountant once nick- 
named Lady Macbeth. She hadn't changed much. The 
basilisk glare, the rasping reproach, and the embattled 
onslaught were as before. 

She’d come to complain, she declared. In all the years 
she’d given us her valuable custom she’d never been so 


insulted. Shareholder though she was, personal friend to 
our directors, and supporter of our firm’s good name among 
the best families in the town’s society, she couldn’t let the 
incident pass without demanding an apology. This sales- 
man’s behaviour had been outrageous! 

I've known many а stout employee quail before Lady M’s 
attack. The venom of the tone, and the embarrassment of 
coping publicly with an outraged female, inhibited their 
usually forceful responses. Besides, the men who had 
manned our counters were wont to be of limited education, 
fortune or background, bred in an atmosphere where jobs 
were scarce and insecurity a Damoclean sword always 
threatening overhead. A reprimand from a director could ` 
jeopardize their careers irretrievably. 

‘The breed has changed. The erring salesman was young, 
tall, and more furry-faced than I'd personally permit in my 
department; but, though his accent wasn’t that of Lady M, 
his tone was casually patronizing. She was talking absolute 
nonsense, he said; the coat was in perfect condition when he 
sold it; there was absolutely no question of accepting it back. 

She interrupted angrily, but somehow she seemed less 
lethal than of yore. He looked down on her with just 
perceptible distaste. It wasn’t the first time she’d caused 
trouble, mucking the stock about and grumbling over the 
price, he said coolly, but rules were rules. She could ask 
the chairman if she liked. 

` For the first time in decades I saw Lady М falter. 
Mouth quivering, face sagging into a mass of wrinkles, she 
turned to me appealingly. I couldn’t help; it wasn’t my 
sphere of authority. ‘Best have a cuppa in the restaurant’, 
advised the salesman forgivingly, and she sat down 
without a word. 

She recovered after he’d gone, and even took my arm 
jauntily as I saw her to her taxi; but we both knew that dn 
era, the reign of the well-connected customer, had ended. , 
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Its Critical Role 


_ by. DOUGLAS LAWRENCE, M.A. 
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The Eurodollar Market 


October 28th, 1971- 
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~ 


International monetary arrangements are now in the melting-pot. When tFe role of the 
eurodollar is considered, its unique contribution to ДА liquidity must be set 


anamer its more tro ublesome aspects. 





тајио for instability, has-been the ease with which 
. dollars have been able to be transferred from one country 
tó another. It is this fluidity of eurodollars that inter- 
national -traders and multi-national companies find so 
attractive, yet causes central banks to regard them with 
. suspicion. There is here a conflict inherent in a world in 
which, in economic terms, frontiers are beginning to crum- 
ble, yet currencies are largely nationally based. 

Two factors, in particular, have brought this situation 
about. Firstly, there has been the steady growth in inter- 


national trade, brought about by specialization based on ` 


economies of scale and on the decreasing proportion of the 
delivered cost of a product occupied by transport. It is 
becoming cheaper to concentrate production in a smaller 
number of centres, and then send the finished product all 
over the world, so that the manufacturer's idea of what 
constitutes his market is steadily enlarging, in some 
cases to take in almost every country. 

Secondly, there is the international company, which 
whilst based in one country operates in many; integrating 
its subsidiaries in whatever pattern best suits its purpose, 
so that its plants may be situated in a particular country 
to get inside a tariff wall or to take advantage of a favourable 
labour situation, or for any reason that fits into a world 
plan..Ín some instances, companies are truly multi- 
national, in that it is difficult to say in which country they 
are based. 


International currency 


International traders needing liquid funds, and multi- 
- national companies needing working capital, are best 
served by a currency that is easily moved across frontiers 
and readily acceptable everywhere. This has been the 
traditional role of sterling and the dollar — particularly 
sterling, which has long been the foremost international 
trading currency of the world, stemming from Britain's 
position in the nineteenth century as the world's leading 
trading. country. Such was Britain's lead in the industrial 
revolution that she was soon to become the ‘workshop of 
the world', with her goods in demand everywhere. Sterling 
was always an acceptable currency, as it could be used to 
purchase British goods or sold to someone else who 
wanted. British goods. | 

аи у 

The author is senior lecturer in professional studies at Harlow 
Technical College. m Е 





[Уе лесе T continuing currency crisis, one factor ` 


Consequently there grew up, centred on London, 
financial markets that accepted sterling deposits on a 
massive sca.e and re-lent them again at a profit. This 
channelling 5f spare funds from all over the world into the . 
financing o? international trade enabled it to increase 
enormously, bririging advantage to all who took part in it, 
not least to Britain who supplied much of the liquid capital. 

An international currency needs substantial réserves to 
back it, as well as a healthy trading surplus in the originating 
country; otherwise, the widespread view that trading 
difficulties will force devaluation will lead to conversion into 


, other currercies at a rapid pace, causing a heavy drain on 


the reserves. This has been Britain's situation since the 
war, with a series of sterling crises that have had painful 
repercussiors on the home economy. Not only has Britain 
had to borrow heavily from the International Monetary 
Fund and other countries’ central banks in order to under- 
pin sterling, but on two occasions she has been forced to 
devalue. It nas been a heavy price to pay for running an 
internationa. currency. 


Rise of the eurodollar . 


In the late 19508, the use of sterling was restricted to 
sterling arez countries and in 1957 there was a steep rise 
in interest retes in Britain that made sterling less attractive 
to overseas borrowers. It was against this background that 
the eurodolr market came to strength, in an unplanned 
way, through a number of world developments that took 
place at about the same time. There was a need for a new 
kind of international financial asset and the eurodollar 
emerged to meet that need. 

A eurodollar is a dollar deposited with a “сонеты! bank 
outside the USA and available for borrowing. In practice, 
most of these dollars are deposited in Europe, though the 
market is world-wide; some currencies other than dollars, 
if deposited outside their native country, are called euro- 
dollars. Е 

The demand for dollars was bound to grow as sterling 
was restricted in supply, but this new business became 
centred in Zurope rather than the USA, since American 
commercial banks were restricted by regulation Q of the 
Federal reserve system as to the amount of interest they 
could pay cn deposits. These limitations were originally 
imposed to prevent the competitive bidding-up of rates 
within the USA by banks, which would have had ап ‘adverse 
effect on .other savings institutions. A side effect of the 


THE ` 
October 28th, 1971 


regulation, however, was to make European banks a more 
attractive home for dollar deposits. 

The volume of dollars held outside the USA increased 
after the mid-1950s, as America moved into a balance of 
payments deficit. The countries of the world have always 
been very willing to hold dollars in their reserves, par- 
‘ticularly since the dollar was backed until very. recently 

. by the assurance that the USA would exchange it for gold 

“if so requested. Since these dollars held abroad could be 
lent and re-lent, with a multiplier .effect similar.to that 
operating in domestic banking, a vast eurodollar market was 
able to build up, transferring funds with an ease denied the 
more conventional nationally-based currencies, which were 
subject to the controls of their monetary authorities. 

The very fluidity of eurodollars, however, led the central 
banks to regard them as a rival currency that could put 
pressure on exchange and interest rates, yet evade control 
at time of crisis. Pressure grew. for international supervision 
of,euródcllars lest they precipitate а crisis that no one 
nation could control. The Bank for International Settle- 
ments was mentioned, though no action has been taken. 

Indeed in 1966, and to a greater extent in 1969, American 
banks themselves turned to the eurodollar market, since 
tight monetary conditions at home thwarted them in their 
search for the funds they needed. These funds were made 
scarcer by the American firms with overseas interests 
who left their earnings abroad, when they could, rather 
than transfer them home. 

One consequence of this has been the move by American 
banks to establish branches in Europe, and particularly 
in London, where they can be at the heart of the eurodollar 
market. Before the Second World War, a few of the giant 
American banks had branches overseas, mainly concerned 
with export finance; but the growth of American firms with 
European. subsidiaries, together with the establishment of 
the eurodollar market, has made it essential for American 
banks to have branches close to these new activities 

*Regulation Q' was, in fact, partially suspended in June 
1970, following easier monetary conditions in the USA. 
This only applied to deposits of 30 to 89 days, however, 
whilst the banks could still pay no interest at all on foreign 
desposits of less than 30 days; yet it is in this bracket that 
eurodollars are most in demand. So whilst regulation Q 
may have been instrumental in building up the eurodollar 
market, its relaxation is unlikely to diminish it. 


The eurodollar centre 


Britain already had some experience of holding currencies 
on behalf of other countries for on-lending; in the late 
1920s there had been considerable business of this nature 
centred cn London, brought to a halt by the monetary 
crisis of 1931. After the Second World War, the Soviet 
Union and Eastern European bloc countries had left their 
dollar balances in London, in case they were subjected to 
restrictions by the American authorities. 

London still maintains a lead as a financial centre over 
other European capitals; it is a legacy of her long 
trading history. Although British industry seems to have 
been steadily overtaken by its chief continental competitors, 
in finance Britain remains pre-eminent. In London can be 
found the most flexible collection of financial institutions 
in the world, ready to deal in lending, borrowing, foreign 
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exchange, insurance, or any other monetary facility; it . 
is the one area from which competitors have been unable to 
dislodge Britain. So it was almost inevitable that the euro- | 


' dollar market should come to be concentrated in London, 


enabling Britain to profit from the operation of an inter- 
national currency, without the strain being placed on 
sterling. 

The London holders of eurodollars are the merchant 
banks, Commonwealth and foreign banks with branches in : 
this country, and British banks with overseas connections; 


.the clearing banks are involved to a much smaller extent. 


Deals take place in the normal way in the foreign exchange 

market; that is, by telephone between those banks and 
brokers that handle foreign currencies. The amounts dealt 
in are usually large – $1 million or more — and most of the 
loans are for periods up to three months. It has been `: 
possible for London banks to quote attractive rates for 
dollar deposits and lend them again at terms that still 
compete with the USA. Profit margins have been kept 
narrow because of the large sums involved, and the volume : 
of other business that helps to cover overheads. 


Role of the eurodollar 


Since eurodollars are lent and re-lent, and may pass . 
through more than one intermediary, it is difficult to 
ascertain precisely where they originate and where they. 
are finally spent. In the London market, most come from 
overseas and in some cases have been made available by 
central banks who originally held them as reserves. Some 
find their way into the circuit through the Bank for Inter- 
national Settlements. 

Their use is mainly for the finance of international 
trade. Banks (including American banks) borrow eurodollars 
to make advances to companies in their own countries, 
particularly those with overseas activities involving ship- 
ment of supplies across more than one frontier. They are 
in demand for working capital as well, and have (through 
the growth of eurobonds) been used to finance projects of 
a longer-term nature. 

As the world shrinks, through faster transport and new 
communication techniques, so increasingly business thinks 
internationally, and needs funds that are readily acceptable 
everywhere and easily transferred. The eurodollar market 
has met these needs more completely than sterling and the 


USA-based dollar. It has become a truly international . ^ 


market, with the minimum of restrictions. 

The eurodollar market has relied, however, on the huge 
dollar deficits that the USA has been prepared, to see 
mount up.abroad. Now that the USA has put this policy 
into reverse, withdrawing the gold-guarantee for the 
dollar and moving the balance of payments towards sur- ` 
plus, the eurodollar. market will not be.able to play the 
very large role in international liquidity that it has done; 
its contraction poses a threat to world trade, unless other 
liquid assets become available. 

Now that the whole future shape of the international 
monetary system is under review, the part played by the 
eurodollar market must be evaluated. Whilst it has played 
no small part in fuelling the international monetary crisis, | 
its very existence and size have shown the need for a 
genuine international money market that transcends 
national frontiers. 
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Cash-flow Accounting 


There is a fairly. widespread, but erroneous, belief that advocacy of cash-flow 
accounting is equivalent to the assertion that the disclosure of a company's 
summarized bank statement for the last twelve months is the b2st method of 


reporting financial performance, 


"Т is indeed perhaps a little unfortunate that the expression cash- 
flow accounting should have passed into common usage, though 
I must admit that a name more accurately describing the nature 
of the beast does not readily suggest itself — at least not to me. 


What is cash-flow accounting ? 


As I understand things, or perhaps more precisely as I have 
hitherto attempted to argue the case for cash-flow accounting, it 
constitutes the analytical framework for linking past, present, 
and prospective financial performance. It is, therefore, a vehicle 
which may be used to disclose the past development of the 
finances of business and therefore the determinants of the true 
return actually received by proprietors or shareholders in the 
past. (Hereafter I shall refer to company and shareholders 
rather than to a business and its proprietors.) Alternatively it 
may be used as a system for disclosing the determinants of the 
true return shareholders are likely to receive in the future. Cash- 
flow accounting may therefore also be regarded as an aid to 
investor decision-making. 

Thus, because the logic of the method, which derives from 


‚ financial and economic theory, dictates that all financial transac- 


| 


tions be specified as cash-flows to facilitate an allowance for the 
time-value of money as one of the costs of resource utilization 
(or, alternatively, as a prerequisite to the incorporation of an 
allowance for shareholder time-preference), there is quite 
clearly no valid reason for the inference that cash-flow accounting 
is synonymous with receipts and payments УВА in the 
traditional sense of that expression. 

In the light of these introductory remarks it should now be 
apparent that most of my subsequent comments will be con- 
cerned little with the specification of a company as a total cash- 
flow model, but mainly with the nature, use, derivation, and 
disclosure of the data which should be enshrined within a cash- 
flow system. It may nevertheless be useful to have a company 
depicted as a cash-flow model in front of us (Illustration r). 

J take it I am on pretty firm ground in suggesting that оле of 
the desiderata of a satisfactory method of disclosure is that the 
method should be capable of revealing the components of the 
true past and prospective return to shareholders and that, 
notwithstanding statement V 8 [formerly S 8[ [The Accountant, 
August 7th, 1965], the purpose for which annual accounts are 
normally prepared ought to be to enable individuals to take 
investment decisions. Thus the true return obtainable by share- 
holders is directly and obviously related to the financial relation- 
ship subsisting between a company and its shareholders which is 
par excellence an example of the investment decision. A share- 
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holder who commits capital now, thereby foregoing curren’ 
consumption, obtains the opportunity to consume and/or 
reinvest an uncertain stream of benefits or net disposable 
receipts in th» future. 

In the case of a limited company, which enjoys a potentially 
indefinite life the stream of net disposable receipts obtainable 
by the chain of successive generations of shareholders is an 
infinite stream of dividends (net of new injections of external 
equity finance). It is in this infinite stream of dividerfts that the 
return to shareholders truly resides and this applies equally to 
shareholders who do not propose to retain their shares in- 
definitely or, ndeed, who propose to sell now. Individuals who 
invest for a finite time-period obtain an exit share price, the 
magnitude of which (assuming rational and informed investor 
behaviour), will depend upon the incoming shareholders’ 
estimates of tae dividend stream to be received thereafter. 

Now it is easy to argue that, if companies were obliged to 
disclose their prospective dividend streams and the expected 
inflows and o.tflows of cash whence that dividend stream will 
ultimately emerge, investors would be able to deduce more 
accurate and objective share values, and simultaneously would 
be more capzble of assessing relative financial efficiency. In 
addition to rore rationally-based share prices, we might also 
expect the latter to become inherently more stable and, as a 
further consequence, a more accurate relationship between 
equity return: and the structure of fixed interest rates. Thus, 
with a much more efficient capital market it is not unreasonable 
to conclude that there would be an improvement in the whole 
process of economic organization in our market economy. 

In a much more realistic mood, one is perhaps compelled to 
concede that an obligation to disclose all the information to 
which I have just referred — that is, future plans and estimates 
in full financizl detail – would create an impossible situation for 
the majority of companies. But, accepting that it may not be 
possible to have fully detailed and quantified estimates of the 
components о> an infinite dividend stream, one should not then 
leap to the inference that in the absence of complete information 
about the future, there is little point in having any more than 
we currently receive. Nor should we give up the attempt to 
develop new methods of presenting current information and 
managerial incentions, thus enabling investors to infer much 
more than is currently possible about the magnitudes and time- 
profile of a company's future dividend stream. 


Determinarts of the future dividend stream 


Whilst it may be difficult, not to say impossible, to quantify all 
the determinaats of a company's future dividend stream, they 
can, however be specified. Such a specification, which: is 
exemplified by the cash-flow model in front of you, is illuminat- 
ing because it clearly suggests the manner in which all available 
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Hlustration 1 5 fs th as 
FRAMEWORK FOR A TOTAL CASH-FLOW FINANCIAL, SYSTEM 
End Year 1 19. t 3 etc etc. 
(1) Increase or decrease in + + T + + 
bank balance or overdraft — — — = — 
(2) Net operating cash-flows + + + + + 
(3) Corporation taxes on (2) — — ` — = -— 
(4) Capital expenditure (including portfolio investment) . — — Ре — =i 
(5) (i) cash grants; and .. + + Sr + + 
(ii) tax rebates resulting from tax depreciation allowances on (4) T t t T T 
(6) Long term debt flows (in and out) Ра vs T t + + += 
including interest payments on debt = = a ре; = 
(7) Tax rebates on debt interest + + + + + 
payments ee — — — — — 
(8) Extarnal equity finance | + + + + + 
(9) Sales of surplus assets + + + + + 
(10) Tax rebates on existing assets and losses brought forward + + + + + 
(11) Distributable equity cash-flows D,(1—d) 0:(1—9) 03з(1—а) etc. etc, 
(12) Less External equity finance E, E> Ез , etc. etc. 
(13) Shereholders’ cash-flow stream D,(1—d): D;(1 —d) D4(1—d) etc. etc. 
—E ' —Е; —Ез etc etc. 
Operating cash-flow statement (subheading (2)) ^ ` 
End Year 1 2 3 etc. etc. 
(i) Sales receipts Ў + + + + + 
(ii) Materials = на = = Se 
(iii) Laboyr — — = = 25 
(iv) Works overhead | | = = ES e = 
(v) Administrative overhead = = — € EA 
(vi) Selling overhead 22 = m == ae 
Transfer to (2) above + '+ +: + + 
у 01019) —Е,, 02(1—9) Е 
° 44k (+k)? 


Here the objective function allows for the contribution by equity shareholders of any. new external finance (E. Ez, ses 


information ought to be presented if the shareholder is to be 
helped to infer the maximum about the level and growth of 
future dividends. 

The dimensions of a future dividend stream clearly depend 
upon a number of factors of which, leaving aside taxes, invest- 
ment incentives, and additional-injections of equity finance, the 
following are perhaps the most important: 


(а) the “evel of earnings generated by existing assets net of any 
capital expenditure (hereafter referred to as replacement 
expenditure) necessary to maintain the trading and produc- 
tive capacity of those assets intact; 


(b) the allocation of that earnings level. between dividends and 
retentions, i.e., the pay-out ratio or plough-back ratio; 


! (c) the everage rate of return which can be obtained by reinvest- 
ing retentions in new capital projects, i.e., capital expendi- 
ture over and above replacement expenditure, within the 
firm or, for that matter, in investments outside it; 


(d) the time-profile of cash-flows expected from new capital 
projects; | 
(e) the level of debt-financing and debt-raising capacity. 


Assuming for the moment that the foregoing information 
was available for the latest and previous accounting years, it 
would be possible to draw a set of logically-based numerical 
inferences about a company's future dividend stream. 

Now it may be tempting to argue that, apart from two or 
three magnitudes which can be sensibly estimated, namely, 
(i) capital expenditure necessary to maintain trading and produc- 


tive capacity intact and (ii) the expected rate of return on new ' 


capital projects including their expected cash-flow time profiles, 
most of the foregoing information can already be derived from 


the conventional profit and loss account (or a series thereof) 
and balance sheets, and that it is entirely open to whomsoever 
wishes to have this information: to undertake the necessary 
analysis for himself. 

Such a contention ought to be challenged for at least two ` 
reasons. First, if it is the case that published accounting data 
needs first to be further analysed before they can be used by | 
investors. to facilitate. further inferences Ѓог decision-making 
purposes, the accountant has not completed his task. 

A second and much more pertinent consideration is that even, 
among accountants themselves, to say nothing of the armies of 


. other professionals who lack the accountant's technical skill but 


nevertheless analyse accounts as a matter of daily routine, there 
is nothing like unanimity as to what further analysis ought to be 
undertaken. The simple, but nevertheless vital, point I am lead- 
ing up to is this: if, as seems to be widely accepted, earnings 
are taken to be the funds which can be allocated between divi- 
dends and the finance to be utilized for mew investment from 
which future earnings and dividend growth can be expected, 
earnings must necessarily be measured on a cash-flow basis. 
Contrary to widespread belief, the measurement of earnings 
on a cash-flow basis is not merely a matter of adding back 
depreciation to conventional profit before deducting replace- 
ment capital expenditure. Converting conventional profit back 
to cash-flow earnings is in fact quite a detailed operation involv- 
ing adjustments in respect of so-called working capital changes, 
between one accounting period and the next, i.e., changes in 
trade debtors, trade creditors, inventories, debtors, and creditors | 
in respect of overheads and so on. In a situation in which there 
is turnover growth in money terms, a failure to make working 
capital adjustments to conventional profit can result in very 
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significant and seriously misleading deviations between true 
cash-flow and what is popularly believed to be cash-flow. 

In.an inflationary world, that is in the real world, for any given 
rate of growth of output the deviation between true and ‘con- 
ventional’ cash-flows is magnified to the extent that a company 
is able to pass on price increases into selling prices. Hence the 
higher the rate of ‘shifted’ cost escalation, the higher is the 
inflationary contribution to the deviation. At this juncture it is 
perhaps important to give a real world example of the deviation 
to which I have just referred (Illustration 2). 

In Illustration 2, retained earnings conventionally measured 
overstate retentions truly available for redeployment in new 
investments by a factor of approximately 43. Had the company 
made a dividend payment of (say) £3,000 — superficially a very 
modest or conservative proportion of post-tax profits over the 
10-year period in question — true retentions would have been 
overstated by a factor of about 8. It is also of significance, for a 
reason to which I shall refer in a moment, that in this particular 
case the year-by-year percentage deviation between ‘conven- 
tional’ cash-flow and true cash-flow was by no means consistent. 

The relevance of the fact that the application of the conven- 
tional rules of accounting will generally. result in.a very serious 
overstatement of earnings truly retained for re-investment 
should now be apparent. It is this: if an accounting system does 
not provide an accurate measure of the earnings truly retained 
by a ‘company on behalf of its shareholders it follows that the 
. apprdisal or estimation by shareholders of the effect of the 
plough-back ‘decision on future earnings and dividend levels is 
systematically undermined from the start. 

. I strongly suspect that this state of affairs, conjoined with the 
fact that the deviation between ‘conventional’ and ‘true’ cash- 
flows is not a consistent percentage, explains why more than one 
member of the academy has found little or no positive correlation 
between plough-back and future earnings growth. Thus, using 
conventionally measured retentions as an implicit or explicit 
proxy for new capital investment, these researchers have cor- 
related the former with future earnings levels, in an attempt to 
determine inter alia how profitably funds had been reinvested 
within the firm. But, as the accountant may prefér to put it, 
in so far as in circumstances of turnover growth (measured in 
money terms), some proportion of these (conventional) reten- 
tions has already been absorbed in the form of extra working 
capital in supporting a past turnover increase, this proportion 
is clearly not available for investment once again. ЈЕ is in my 
view a major weakness of the accruals system of accounting 
that it facilitates this kind of confusion’. between capital and 
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revenues or, in other words, that it falsely gives the impression 
that cer-ain funds which effectively have already become fixed 
capital :nvestment are still available for distribution or re- 
investment. As already stated, this possibility clearly has | 
importait implications for individuals who attempt to draw 
inferences about the growth of future earnings and dividends. 


Sources and applications of funds 


Now it will doubtless be objected that I am making too much of a 
song ani dance about the extent to which the conventional 
system of accounting overstates the funds truly available for 
reinvestment in projects that will contribute to future earnings 
growth, and that the position can, in any event, be clearly 
elucidated by the ‘appropriate’ use of the source and application 
of funds statements. Whilst this latter assertion is absolutely 
correct, -t is obviously important that the nature of the ‘appro- 


‘priate’ use of source and application of funds statements should 


be clearl г understood. There is also the pertinent but unresolved 
question as to how the investing public might be given sufficient 
guidance about the ‘appropriate’ usage of source and application 
of funds statements — and it is hardly necessary to add that at 
present companies are not legally obliges to disclose source 
and аррЕсайоп of funds statements. 

Supplemented by further actual data; an enlarged version 
(Illustration 3) of the previous illustration clearly suggests that 
the appropriate use of a source and application of funds state- 
ment requires, in effect, that it be converted into, a cash-flow 
statemert. | | 

Thus, referring to the source and application of funds state- 
ment on the left-hand side of Illustration 3 and again assuming 
replacement expenditure to be £25,000 (this, as explained 
earlier, 5 probably a conservative estimate of the capital 
expenditire which was necessary to maintain trading and 
productive capacity intact) the amount of retentions truly 
availablé for re-investment in new capital projects is evidently 
equal to conventional' cash-flow minus replacement expenditure 
minus tases provided minus increase in working capital, i.e., 
£,69,.266—125,000—4/19,171—418,313—/,0,782. This latter 
number .s clearly given by operating cash-flows minus replace- 
ment expenditure minus taxes paid, Le, £45,333 —£25,000— 
£13,551= £6,782. 

Given the importance which i is almost universally асва to 
the conventional profit figure, the lay reader of the accounts of 
the company in question could, even if fortunate enough to be 
provided with a source and application of funds statement, be 


ТЕМ: YEAR PERIOD ENDED SEPTEMBER 30th, 1969 


Conventional accounts (i.e., accounting flows) _ £ 
Profit before depreciation (i.e., conventional cash- flow) +69,266 
Historical cost, depreciation E —20,020 
: Taxation charged.i in pront and loss account . —19,171. 
Cumulative post-tax retained profit. es 5. t$ £30,075 


E TAE 


Cash-flows 
4-45,333 'Pre-tax operating cash-flow 
—25,900 Estimated replacement capital expenditure (see note) 
—13,551 Taxes paid 
+£6,782 Distributable cash-flow 


As the following illustration suggests, £25, 000 is етен a very conservative estimate of depreciation calculated on a current cost basis. 


Assumptions - 
(i) Average asset life : seven years. 


(ii) Weighted average cost of finance in -money terms (i.e., company employs a mixture of debt and equity) : 10 per cent per annum. 
` To recover current capital expenditure of £1,000 over a period of seven years it would be necessary to make a (constant) annual depreciation 


charge, a, of £205-4 given by: m | 
| » . | i? £1,000=a | 






1—(1+0-1)-7 


01 


i zi ` whence, a= £20544. 

за хей instalment basis, annual depreciation of £1,000-7= £143 would be sharged. The latter constitutes ЕУ 70 per cent of 

)5:4 annual depreciation calculated on a current cost basis whereas the historical cost depreciation embodied in the 10- Year illustration 
118,80 per cent of the (£25. 000) current cost depreciation estimate. To this extent the £25,000 estimate is conservative. 
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tHustration 3 


Source and application of funds statement 


Source of funds £ £ 
Share capital : 500 
Bank overdraft 24,822 
Short-term loan 6,263 
Hire-purchase credit 4,013 
‘Conventional’ cash-flow: 

Pre-tax profit 49,246 
Deprec:ation 20,020 
——— 69,266 
Total £104,864 
Application of funds > £ £ 
Capital expenditure: 
Replacement 25,000 
New projects 40,272 
—— 65,272 
Investment in associated company .. 1,894 
Taxes on profit vs 19,171 
Increase ‘п working capital .. 18,313 
Increase in cash balance 213 
. Total £104,864 


forgiven for assuming that the company had earned (net of tax) 
£49,246—£19,171=£30,075 for its shareholders, but proposed 
to retain tais profit for re-investment on their behalf in order to 
raise the future level of earnings. In general the lay reader 
would not be told that two correctives, one in respect of 
depreciation and the other in respect of working capital, usually 
need to be applied to (conventionally-measured) retentions 
before the finance truly available for raising the earnings level 
can be ascertained. 

Had the company in question paid a dividend in excess of 
£6,782, as would have been legally possible, more would have 
been distributed to shareholders than had actually been gener- 
ated from trading and production. In these circumstances the 
‘dividend would obviously have been subvented from non- 
equity cash which was probably intended as finance for fixed- 
capital formation — though again shareholders would not 
normally be informed of such a state of affairs. Furthermore, 
this situation could continue for as long as a company had 
access to external debt or equity cash sources. Thus the fact 
that it would not continue indefinitely would be due not to the 
operation of any inbuilt safeguard within the accruals system of 
accounting but because, in the long run, creditors and share- 
holders would, in the absence of a commensurate return on 
capital invested, refuse to provide further finance. ` 

The fact that in a situation of indefinite turnover growth it is 
possible for ‘conventional cash-flow’ consistently to exceed 
‘true cash-flow’ (and therefore to mask an uncovered dividend 
situation) also raises the presumption that for a particular rate 
of growth of turnover and selling price level, ‘true cash-flow’ 
may be persistently negative. In that case, trading and produc- 
tion are permanently subsidized by some other source of cash, 
whilst ‘conventional profits’ (net of depreciation) are persistently 
positive. 

Again, it can be said that such a situation would not continue 
indefinitely because external sources of finance would sooner 
or later dry up. But once more the crux of the matter is the 
absence of a safeguard within the accruals system of accounting. 
In this case there is nothing, apart from the ultimate sanction 
just mentioned, to prevent the system disclosing a situation 
which on common-sense grounds alone ought to be rejected, 


namely, one in which a persistent negative operating cash-flow - 
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Source and application of cash statement — 
f Source of cash 





500 Share capital 
24,822 Bank overdraft ^ 
6,263 Short-term loan 
45,333 Operating cash-flow 
£76,918 Total 
£ £ Application of cash 
Capital expenditure: 
25,000 Replacement 
36,259 New projects 
61,259 : 
1,894 ' . Investment in associated company 
13,551 Taxes paid 
213 Closing cash balance 
£76.918 Total 


is apparently consistent with truly profitable business activity. 

It is clearly necessary to emphasize that the duration and 
extent to which the accruals system of accounting may mask 
an adverse situation may be such that a substantial amount of 
capital may be eroded before the reality of the situation becomes, 
patently obvious. - 

It is now perhaps important to state quite explicitly that the 
substance of the foregoing remarks amounts to a contradiction . 
of the commonly held view that the difference between the cash- 
flow and accruals bases of measuring profits is merely a question 
of a difference in timing. and that both systems will disclose 
the same total profits in the long run. Apart from the fact that the 
question of timing is by no means a trivial consideration, the 
sum of cash-flow profits can only equal the sum of accrued 
profits in virtually only one very special case – namely, when on 
the winding-up of a business all assets and liabilities are realized 
at balance sheet values. For all practical purposes this, and one 
or two other highly restricted situations, can be ignored. 

In summing up my comments under the first two sub- 
headings of this lecture, I would merely like to suggest that 
cash-flow accounting, as I understand it, constitutes the . 
analytical framework in which should be embodied all financial 
information about the past, present, and future whence a` 
company's proprietors can attempt to infer the magnitudes and 
time-profile of a potentially infinite dividend stream. 

As I have attempted to show, in order to estimate the share- 
holders’ expected cash-flows and especially the growth therein, 
it is necessary to infer another set of cash-flows, namely, a 
company specified as a cash-flow model. Whether one cares to 
admit it or not, the analysis of conventional accounting data as a 
prerequisite to the inferring of a future dividend stream 
amounts to the conversion of accounting flows into cash-flows. 
It is a curious paradox that whereas when engaging in forward 
planning the accountant will readily allow for extra working, 
capital but then, in disclosing data to investors who fundament- 
ally are engaging in the same forward planning exercise, acts 
as though he no longer believes that the working capital correc- 
tive is necessary. Thus, in the latter case the accountant effec- 
tively shifts the line of demarcation between revenue and capital 
thereby overstating the former and understating the latter. °. 

a " (То бе concluded.) Зека 


590 | 


LETTER FROM AMERICA 


THE 
ACCOUNTANT 


October 28th, 1971 


AICPA Conference Looks Forward 


as well as Back 


From Our New York Correspondent. 


eee 84th annual meeting of the American Institute of 
Certified Public Accountants, helped by bright autumn 
.sunshine and a feeling that action was in the air, attracted 
some 1,600 participants to Detroit earlier this month. It 
was a vigorous meeting, with a wide range of important 
topics on the agenda. But it left time to spare for fruitful 
contacts among members of smaller firms who do not often 
have an opportunity to fraternize. And there were some 
sprightly social happenings, including an evening invasion 
of Canada, where accountants and their wives were treated 
to the salty wit of a Polish-born entertainer at an hotel in 

Windsor, Ontario. 

‘A Decade for Decision’ was the title of the 1971 report 
of Mr Marshall S. Armstrong, retiring President of the 
American Institute, and it drew attention to two study 
groups that were appointed under his presidency and 
have been entrusted with tasks that are likely to in- 
fluence the development of the profession throughout the 
seventies. 

For one of these studies, Mr Francis M. Wheat, a 
California lawyer who was formerly a member of the 
Securities and Exchange Commission, has been working 
' with a group of practitioners, professors and other economic 
and financial experts in an effort to review existing ac- 
counting principles and to indicate new ones that may be 
set in the future. 

"The group is still assembling material on which to base 
its recommendations; public hearings of witnesses from 
many different callings will continue until the first week in 
November. One underlying goal has already emerged — 
the elimination of alternative accounting principles wher- 
ever they are not clearly justified by differing circum- 
stances. 


Daunting tasks 


The other study group has taken on an even more 


. daunting task. Under the chairmanship of Mr Robert M. 
Trueblood, a past President of the American Institute, it 
is trying to achieve success in the long, unsuccessful hunt 
for the basic concepts to which all sound accounting 
practices must look for their vindication. This group is 
unique in that it has been furnished with a full-time staff 
drawn from the profession and the universities, with the 
result that it has been able to cast its net very wide, in- 
cluding among its sources of ideas no fewer than roo inter- 
national accounting organizations. Its work will be capped 
by public hearings in New York and other cities next 


spring, lead.ng — it is hoped – to the presentation of a 
report on accounting objectives at the 85th annual meeting. 

Typical of the forward-looking attitude of this group, 
and of othe- material presented at Detroit, the subjects 
deemed suitable for study included the disclosure of social 
costs and benefits in financial statements; the possibility 
of furnishinz different statements to different users; the 
inclusion of -orecasts and budgets in financial reports; and, 
for good anc well-tried measure in these inflationary days, 
the case for using standards of value other fhan those 
represented by historical transactions. 

During the year ahead, the affairs of the American 
Institute will be in the hands of Mr Walter J. Oliphant, 
senior partner of Arthur Andersen & Co in Chicago. At 
the installation luncheon marking his election as President, 
Mr Oliphant underlined his determination to carry on with 
his predecessor's new ventures and at the same time to 
strengthen the Institute in several important ways. 


Governmert relations 


In recognition of the growing influence of government 
in professional matters, the Institute is setting up a larger 
committee on government relations and a new group within 
the Board of Directors to meet frequently in Washington. 
Members of the American profession are also expected 
henceforth to participate more often and more willingly 
in government deliberations. In the past, their activities 
have been mainly at the state rather than federal level. 

Mr Oliphant's encouragement of greater participation 
in professioral and government affairs was not confined 
within the American framework. He urged accountants 
to be ready tc work far more actively with their counterparts 
in other countries in developing generally acceptable 
procedures. In this context, it was noticeable that account- 
ants from many foreign countries were present at the 
meeting, witn Canada, Mexico, the Netherlands and even 
the Philippines sending participants — but, regrettably, not 
Britain. | 

The grow:ng strength of the American Institute was 
highlighted by figures contained in the report of the out- 
going President. Membership now exceeds 80,000 — 
twice as mary as in 1960 and covering two-thirds of the 
estimated total of qualified CPAs. On the financial side, 
too, the American Institute is extremely well defended. 
Its revenues now total the equivalent of more than £4 
million. Ever: so, as in Britain, membership dues have had 
to be raised — and by the painful fraction of one-third. 
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Estimating Future Maturity Values 


D- .n some measure to the competition from unit- 
linked life assurance, insurance companies offering 
conventional forms of contract have been distributing 
rather more of their surpluses to with profit policy-holders 
than was the case in the past. For instance, there was a time 
when litte or none of the capital appreciation which had 
accrued on investments was distributed. Thus, to a great 
extent, bonuses were made up of profits from mortality 
and investment income. 

Apart irom the competition from unit-linked assurance, 
there is considerable competition between individual 
offices. Making a comparison is by no means easy, since 
there are a variety of different methods adopted by offices 
for the distribution of their. surpluses. 

In recht years, some life offices have simply increased 
their rates of reversionary bonus. This has been satis- 
factory enough for policy-holders, since, once such a bonus 
has been declared, it cannot be taken away. On the other 
hand, this can create difficulties for insurance companies 
since сазна! profits on paper may not be there when a 
policy matures or becomes a claim by death. 


Terminal bonus 


An increasing number of offices are appreciating the 
flexibilit- which is provided Бу а terminal bonus, and are 
granting such a bonus, in addition to attaching rever- 
sionary Lonuses, when a policy becomes a claim by death or 
maturity. This is not necessarily so satisfactory for policy- 
holders. In the first place, there is much less stability about 
a termiral bonus, and there may be quite violent fluctua- 
tions in the rate over a period. Secondly, if it should be 
necessar7 to surrender a policy for cash before it becomes 
a claim, zither it will not qualify for any terminal bonus at 
all at the time of surrender, or the bonus will be at a very 
much lower rate than would apply if the policy was a claim. 

Although the declaration of bonuses in one form or 
another is the most usual way for a company to distribute 
profits t5 its participating policy-holders, it is not a uni- 
versal p-actice. For instance, apart from. its reversionary 
bonus policies, the London Life Association also issues 
policies ander what is known as the reduction of premium 
system. This system has been in force since the formation 
of the office in 1805, but has undergone certain changes so 
as to comply with legislation over the years. Now, profits 
start to be distributed to policy-holders annually, beginning 
when th» ninth arinual premium is due. These allocations 
can be -aken in cash or can be left to accumulate with 
interest 30 that they may be paid with the sum assured. Or 
they can be used to pay part of the premium. 

Since it is likely that the last method will be adopted, the 
allocations are expressed as a percentage of the annual 
premium. When, however, this percentage reaches 100, 
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the premium is extinguished and all further increases must, 
be taken either in cash or be left to accumulate at interest, 
being paid with the sum assured. | 

When cash allocations are withdrawn, they are quite free 
from tax. This, therefore, is becoming a popular form of 
participating policy, in view of the higher rates of discount 
which are being applied when reversionary bonuses are 
surrendered for cash, whether they are intended to pay. 
part of the premium or to be used for any other purpose. 


Over-optimistic 

In view of the different methods adopted by companies for 
the distribution of their profits, it is far from easy to estimate. 
future maturity values. There is no doubt that certain 
insurance brokers have been rather over-optimistic in their 
estimates, and this has upset many of the insurance com- 
panies. The companies feel that certain brokers have been | 
irresponsible and have tried to present their clients with the 
highest possible estimated figure, without taking sufficient 
account of the changes and difficulties which may be 
encountered before the final maturity date. 

There seems little doubt that some estimates. which have’ 
been made are too high. Nevertheless, it must be borne in 
mind that it is very difficult for anyone, using the published 
figures which are available, to be able to estimate what level 
of bonus can be supported by the current premium rate. 
Life offices themselves can be faced with the same difficulty 
and there is no doubt that some have met considerable 
problems in trying to settle on a formula which. they feel 
should be fair both to prospective policy-holders and to 
themselves. | 

Almost anyone taking out life assurance primarily as an 
investment wants to be told a figure which he can expect 
to be paid at maturity. Unfortunately, however, if a 
participating policy is being taken out, this is something 
which nobody can estimate accurately. To a great extent, 
whatever figure is quoted must depend to a large degree on 
guess-work. It is important, however, that the guess-work 
should be as informed and responsible as possible. 


Three main aspects 


There are really three main aspects which need to be 
considered when one is trying to estimate the level of bonus 
which can be supported by the current premium rate. In 
the first place, there is the experience of the office in ques- 
tion so far as mortality is concerned. Secondly, the expenses 
and efficiency of the management of the office should be 
considered. Some would say that those first two aspects are 
comparatively unimportant. Certainly, the major source of 
surplus is likely to be future interest and capital earnings, . 
although one should not forget the profits which may accrüe 

from a variety of other sources. 
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Whilst the different aspects to be taken into consideration 
can be set down, it is by no means so easy to apply them to a 
specific office. In fact, if one takes the mortality experience 
of an office, basically there is little reason why the experi- 
ence of one office should be materially different from that 
of others, apart from the fact that certain offices have a 
reputation for being more lenient in their underwriting. 
As a result, it is reasonable to assume that, in return for 
accepting lives at normal rates where a loading would be 
applied by another office, experience may be that much 
worse. 

It is far from easy to compare the expenses and efficiency 
of different offices. It should be made clear that the ex- 
pense ratios quoted by insurance companies are likely to 
be of no help at all in this connection. 

Nor, unfortunately, is it easy to assess the future per- 
formance of a fund. In fact, it is not even possible to look 
back and see with any degree of accuracy the profits which 
have been earned in this way in the past, let alone try to 
make any projections for the future. 

From this it can be seen that one is unlikely to be able to 
achieve much by trying to estimate future bonuses on a 
scientific basis. In view of this, one is reduced to looking 
at the situation in a realistic way, in the knowledge of the 
basic situation of certain companies and the level of profits 
which they have been able to distribute in the past. 

If one thinks firstly of reversionary bonuses, it is clear 
that, in the past, most actuaries have been sufficiently 
cautious to recommend a bonus which they feel, barring 
serious unforeseen circumstances, can be maintained in the 
future. In view of this, it has been customary for many 


insurance offices to estimate future maturity values on the 


basis of the present rate of bonus being maintained. 
Nevertheless, they have qualified such estimates by saying 
that there is no guarantee as to the amount of bonus which 
may be paid at any time in the future. 

Of course, it is easy to say that, in view of the iricreases 
in bonus rates which have taken place during the past few 
years, an estimate based simply on the maintenance of a 
rate of bonus is very conservative. That, however, over- 
looks an important point. There is no reason why bonuses 
in the future should increase at the same rate as they have 
in the past. In fact, some offices could experience difficulty 
in maintaining their bonus rates at their present levels. 


' Exceptional contributions 
` It is not always appreciated that, in the past, there have been 


some exceptional contributions to profits. There is no 
reason to expect that profits of the same order will be earned 
in the future. For instance, some offices made large sums 
from their non-profit business. In some cases, a substantial 
proportion of these profits came from non-profit pension 


. business. Now, as is generally well known, there is very 


little of that business in force. In any case, rates of premium 
for all non-profit business are considered to be very thin. 
Thus only comparatively small profits are likely to be 
earned from it. Also, it must be remembered that there is 
unlikely to be another sharp rise in interest rates. It is 
quite possible that capital appreciation may take place 
ава lower rate in the future than has been the case in the 
past. 
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From the above, it can be seen why insurance offices 
consider it irresponsible for future maturity values to be 
estimated on the basis of bonus rates being increased in the 
future «t the same pace as in the past. 

Sometimes it is questionable whether one should think 
of current rates of bonus being maintained. There is a 
feeling zhat, in some cases, it could be rather optimistic to 
estimate on this basis. Nevertheless, it seems clear that the 
present rates of bónus can be maintained for the existing 
portfolios of policy-holders. However, should such offices 
have a large influx of new policy-holders, this would have 
the effect of diluting their reserves. Thus they might be 
unable :о maintain the existing rate of bonus for policies 
on thei: books at present and also for a large volume of 
new po.icy-holders. One way of avoiding this difficulty 
would Ee to increase the premiums for new policy-holders, | 
but it is by no means certain that this course would be 
adopted. i 

Special consideration should be paid to the offices which, 
so far, have not declared terminal bonuses. Some offices, by 
the way. have stated quite clearly that they do not intend to 
adopt this form of bonus. It needs to be borne in mind that 
an office which does not make use of the flexibility of a 
terminal bonus, but pays all profits through the medium of 
a normel reversionary bonus, must keep greater reserves 
so as to make allowance for the unsatisfactory years after a 
bonus has been declared. 

Clearly, one cannot generalize over this, since so much 
depends on the attitude of individual offices. What can be 
said is that if an office is declaring bonuses virtually up to 
the hilt, there must be a strong possibility that the rate of 
bonus cculd be reduced in the future. At the other extreme, 
offices which are not declaring a terminal bonus, and which 
have substantial reserves, might well be able to increase 
their rate of reversionary bonus in the future. 

As so many offices are now declaring terminal bonuses, it 
is unlikely that many special bonuses are likely to be 
declared in the future. The only possibility of this happen- 
ing would appear to be when an office wishes to distribute 
profits a-ising from a specific and non-recurring event. 


Dangerous practice 


Perhaps one of the most dangerous practices in the esti- 
mation of future maturity values is to add the current rate 
of termiral bonus to a maintained rate of reversionary bonus 
Although not universal the terminal bonuses of many 
offices come mainly from capital appreciation. Certainly, 
it is true to say that this is the main contributory factor for 
the majority of terminal bonuses. 

One o? the basic differences between a terminal bonus 
and a reversionary bonus: is that the former is specifically 
intended to be flexible, so that the office may pay over the 
profits available at the time, in view of the current position 
regarding capital appreciation. So far, the public does not 
appear to appreciate sufficiently the fact that a terminal 
bonus is likely to be highly volatile. At maturity, it could 
well be higher or lower than the rate being paid at present. 
There appears to be absolutely no means of estimating the 
level of terminal bonus which will be paid on a policy due 
to mature many years ahead. 

Forturately, a number of insurance offices are adopting a 
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responsitle attitude in quoting estimated maturity values. 
"They are working on the assumption that the current rate of 
reversionary bonus will be maintained. This produces an 
estimatec figure. Then, quite separately, an insurance 
company may say that the current rate of terminal bonus 
would produce a further figure, going on to qualify this by 
stressing. that fluctuations: can be expected to occur. 
Sensible as this may be, a practical difficulty i is that, when 
such a quotation is passed on to anyone inquiring about life 
assurance, it is quite possible that some of the аса 
tions made in the estimate will be overlooked.. 


FINANCE AND COMMERCE 


Insight 


HAN GED credit conditions and the need for up-to-date 
credz ratings mean that British Debt Services Ltd, whose 
first accounts are the subject of this week's reprint, is a com- 
pany ope-fting in a growth industry. Last March the Crowther 
Report ол Consumer Credit made the point that ‘As consumer 
credit ex»ands, and especially as there is a shift from secured 
to unsecared credit, credit grantors will find it necessary to 
expend greater care in the granting of credit. It is a matter for 
repeated comment in the Courts that credit is extended without 
inquiry *o those who should never have received it. Credit 
records will, therefore, become of increasing importance and 
relevant information concerning the private individual will 
become much more detailed and comprehensive than it is now’. 
Without the Crowther Report's recommendations on the 
reform o7 consumer credit being officially accepted and put into 
operatior as a definite act of Government legislation, they have 
in effect zome into operation through the abolition of control on 
hire-purchase and credit sales terms, while the new policy of the 
Bank of England has increased the trend towards unsecured 
personal loans. 

This combination of events cannot but help stimulate the 
volume cf credit reporting business. British Debt Services began 
operating in its present form on September 19th, having been 
incorporited in June 1970 under the name of Corgi (Financial 
Services’. If became a public company in January this year. 


Reference bureau 


The business was originally developed by Mr John.Bentham 
who, as a solicitor in Manchester, was concerned with the 
collectioa of debts for a large national mail order group. In the 
late 19528 Mr Bentham took the view that credit granting 
companes could benefit from a credit reference service or- 
ganized 5n a country-wide basis. aimed at reducing the level of 
bad deb's. 

Between 1957 and 1960 ће Siue three private companies to 
offer trae protection services to the consumer credit industry 
and (ћоље companies formed the basis of the present British 
Debt Services company with its head office in Manchester and 
seven other offices in London, Birmingham, Glasgow, Leeds, 
Liverpool, Newcastle- -upon-Tyne and Nottingham. 

The company's main business, the National Credit Reference 
Bureau - the largest of its kind in Europe — enables genuine 
credit g-anters to evaluate & prospective applicant for credit 
through the use of factual credit information. British Debt 
Services does not make any recommendations on the granting of 
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Of course, if a terminal bonus is paid, the likelihood is 
that some bonus will be due in addition to the reversionary 
bonuses at maturity. Nevertheless, the point which must 
be stressed is that; at this stage, nobody is in a position to’ 
estimate what the likely level of terminal bonus may be at . 
any time in the future. It is important that false hopes 
should not be raised in the minds of the public in connection 


- with life assurance. In the past, the life assurance industry 


has had a good reputation. If it were to tarnish that image 
at this stage, it would find it very difficult to live it down in 
the future. | 


into Credit Reporting. 


credit but merely reports facts and leaves the interpretation of 
them to its clients. 

The remainder of the company's activities is concerned with 
the recovery of overdue accounts and bad debts and the gross. 
value of debts for collection on behalf of clients presently 
exceeds £4 million of consumer debts and £400,000 of com- 
mercial debts, the commercial servicing having been only 
recently introduced. 


Information 


The reference bureau in Manchester contains over eight 
million separate items of information, and 30,000 new items of 
information are received weekly. A further six million items are 
contained in the regional bureaux. Information is obtained 
from county court judgments in England and Wales, recorded 
decrees in Scotland, bills of sale and bankruptcies in England 
and Wales, protested bills of exchange, petitions presented for 
sequestration, estates sequestered, trustees and commissioners 
appointed, examination notices and granted trust deeds. In 
addition, trade information is supplied by client companies 
covering bad debts, credit frauds, repossessions and change of 
address relating to known debtors. 

Currently, British Debt Services are answering inquiries at 
the rate of over four million a year — 46 per cent being answered 
immediately by means of the company's 20 telex installations 
and 155 telephone lines. The remainder are handled by mail or 
even messenger. All files are destroyed after seven years. They 
are pulped within the company's premises and sent for con- 
fidential burning outside. 

National Credit Reference Bureau services are available to 
subscribers only and there are currently some 2,000 paying initial 
and annual subscriptions. In addition to subscriptions, a charge 
is made for each individual inquiry. No single client accounts for 
more than 8 per cent of the turnover of the service. 


New services 


The company's accounts are simple but there are particular 
points of interest in the ‘Stock of own bought debts’ and ‘Debtors’ 
items. The profit forecast made in the issue prospectus was 
exceeded. The chairman states that ‘the pre-tax profit of 
£340,754 (£330,754 after writing off a non-recurring payment 
to retiring directors) compares favourably with our prospectus 
forecast which the postal strike of seven weeks reduced *to 
£290,000". The £260,413 of profit before taxation, as shown in 
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the profit and loss account is the residual of £330,754 less 
£70,341 of profits of businesses and subsidiaries acquired on 
September 18th, 1970, for the period to that date from the 
previous July rst. 

This reconcilliation would have been better shown in the 
profit and loss account itself, or in the notes, rather than in the 
directors’ report. 

Rapid recovery of the credit industry after the postal strike 
produced a high level of business through the credit bureaux 
just before the end of the financial year. The fact that no 
Government restrictions were placed upon county court en- 
torcement procedure during the postal strike allowed the 
company to maintain its level of account collections by using its 
own postal service. 

Currently, demands on the service are high and the company’s 
programme includes considerable extension of present services 
and the introduction of new ones designed to meet the credit 
industry’s specific needs. 


Howard & Wyndham 


HOW business is something that the majority of those 
lined up round the circumference of City financial circles do 
not understand, and it is therefore something they do not like. 
Speculators may gamble from time to time in shares of com- 
panies connected with show business but the City prefers 
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not to get in too deeply, or preferably not to get in at all. But 
there are exceptions and one is Howard & Wyndham which 
even the denizens of the City respect as a name. 

Changes within the Howard & Wyndham group have resulted 
in major imp-ovement in financial results as the recently issued 
accounts sho wed. In the year to June 3oth there was a profit 
of £152,374 against a loss of £619,341 in the previous sixteen 
months, the -urnover and profit breakdown being as follows: 














Division Turnover Amount of 
Profit/(Loss) 

£ % £ 76 

Theatrical 

Theatre Орегасћепз.............. OC 379,385 43 49,701 32 
Theatrical Produztion and Investment 61,508 7 30,829 20 
Scenic/Wardrobe Нігеѕ.,.,......... 50,250 5 (4,437) (2) 

i 491,143 55 76093 50 

Publishing....-..2 ee oe er e o ORE VEN 369,407 42 36,384 24 
Other Activities „оныла re y eere 22,916 3 22,490 15 
£883,466 100 134,967 89 

Dividends and inte-est received reduced by finance charges...... 17,407 11 
£152,374 100 





Reversal о: the theatre operations division's results was 
brought about through a combination of improved arrange- 
ments with -ouring managements, disposal of unprofitable 
units, increased ticket prices and increased profits from con- 
cessions, whica together suggest the application of management. 
The Opera House, Manchester; Royal Court, Liverpool; New 
Theatre, Oxfcrd, and the Theatre Royal, Newcastle, are in the 
Howard & Wyndham group. 
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AND ITS SUBSIDIARIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 


for the period of 41 weeks from 19th September 1970 to 
30th June 1971 

















Notes £ £ 
Income and Fees 2 1,056,346 
Trading profit before charging 
the amounts set out below 303,083 
Deduct 
Directors’ Remuneration: 3 
Fees — 
Other emoluments 18,113 
Compensation for loss of office 10,000 
28,113 
Auditors’ remuneration 2,500 
Depreciation 12,057 
42,670 
Group profit before taxation 260,413 
Corporation Tax on profit for 
the period 4 106,260 
Group profit after taxation 154,153 
Dividends 5 33,440 
Profit rétained by the Group 6 £120,713 
* 





CONSOLIDATED BALANCE SHEET 
at 30th June : 971 

















Notes £ £ 
Employment of Czpital 
Fixed Assets 7 ` 88,219 
Current Assets 
Stock of own bought debts 8 446,365 
Debtors (9 164,869 
Bank balances and сазћ 168,517 
779,751 
Less: 
Current liabilitics and 
dividend 
Creditors and provisions 58,564 
Taxation 177,119 
Proposed final d vidend 5 26,600 
262,283 
517,468 
Net Current Assets 605,687 
Deduct: 
Corporation Tax piyable on 
31st March 1972 104,260 
Taxation Equalisation Account 6,500 
110,760 
£494,927 
Capital Employed 
Share Capital 11 200,000 
Share Premium Aceount 12 152,586 
Reserves 13 142,341 
£494,927 
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Evidence of the new-style management is provided by the 
sale by the company of the block containing the Theatre 
Royal, Newcastle, and adjoining properties to the Newcastle 
Corporation last March. The company, as part of the deal, took 
a 125~yeer lease-back of most of the commercial space in the 
block. Те plan is to use a major part of this space for restaurant 
and bar facilities to serve both theatre patrons and the general 
public. 

In addition to operating theatres, the company books at- 
tractions into a number of other theatres and renders booking 
consultat:ve and administrative services to various producing 
managements and theatres. The theatrical production and 
investmeat division specializes in presenting pantomimes and 
Christmas shows. 

The future of the scenic wardrobe hire division remains 
under continuous review, but there is confidence in the growth 
of W. J. АЛеп in the publishing division and plans for expanding 
its operations in the educational and paperback fields. 

Howard & Wyndham’s accounts might. convince the 
doubters in the City that there is management and profit in 
show business. 


Cement 


HE proverbial bird's eye view of Ketton Portland Cement 

conta.ned in its ten-year record amply demonstrates both 
the erosion of profitability during the late 1960s cement price 
freeze ard the swift return to improved profits through the 
three prize increases to last May. 


ACCOUNTANT 


595 


Even so, the percentage trading profit to turnover in the 
year to end-June at 18-11 per cent was still below the 19:42 
per cent level ruling in the 1961-62 period. In the intervening 
years, the percentage trading profit on turnover fell to 1011 
per cent in 1967-68 and to 8-24 per cent in the following year. 

When the industry was arguing its case for a level of cement 
prices in the now-defunct Prices and Incomes Board, the 
declining rate of the return on capital employed was one of 
the strongest weapons in its armoury. But there was at the time 
a slight feeling that the figures were being produced to argue the 
case. 

The Ketton Portland Cement ten-year record amply shows 
how the percentage pre-tax profits earned on capital employed 
was steadily eroded from 17-78 per cent in 1965-66 to a low 
level of 6:52 per cent in 1968-69 and, with improved prices, 
have since returned to more acceptable levels at 16-07 per cent. 

Capital employed at Ketton Portland Cement has increased 
over the ten years from [2:49 million to £8-56 million, indicating 
a high level of efficiency given acceptable prices. Turnover 
in the period has risen from {1-8 to 5:2 million. 


Centre Hotels 


аа with the figures often leads to an assumption that 
everyone else knows them as well as you do. The accounts 
of Centre Hotels (Cranston), and the statements with them, 
give this column the impression that the board and manage- 
ment, on which the profession is strongly represented, is so 
busy with the company’s development programme and with 
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BALANCE SHEET at 30th June 1971 


Notes £ £ 
Employme 1t of Capital 
Fixed As: ets 7 83,734 
Interests in Subsidiaries 10 1,537 
Current Assets : 
Stock о own bought debts 8 446,365 
Debtor: 9 163,698 
Bank be ances and cash 151,317 
761,380 
Less: 
Current .iabilities and 
Dividend 
Credites and provisions 57,177 
Taxatios 169,748 
Proposed final dividend 5 26,600 
253,525 
Net Current Assets 507,855 
"593,126 
Deduct: 
Corpor .tion Tax payable on 
31st March 1972 101,000 
Taxatioa Equalisation Account 6,500 
— 107,500 
£485,626 
Capital Err ployed 4 
Share Carital 11 200,000 
Share Premium Account i 12 152,586 
Reserves 13 133,040 
£485,626 
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NOTES TO THE ACCOUNTS 


1 Comparative Figures 


No comparative figures are shown as the Group only commenced to trade on 19th 
September'1970 having acquired the businesses, assets and liabilities of certain unlimited 
private companies on that date. 


2 Income and Fees 

These consist of enquiry and subscription fees, commission income in respect of debts 
collected on behalf of third parties and collections of debts purchased by the Group. 
3 Directors' Remuneration 

The emoluments, excluding pension contributions, paid to Directors of the Company 


are as follows: 
The Chairman ~ £6,025 


The number of other Directors within each salary range is: 
і " x 
£2,501- £5,000 ~ 2. 

£5,001— £7,500 ~ Nil 

£7,501-£10,000 — Nil 


The aggregate emoluments of directors including benefits in kind of £360 amounted to 


4 Taxation 


Tax on profits for the period: £ 
UK Corporation Tax at 40% calculated on profits earned 


during the period 104,260 
. Transfer to Taxation Equalisation Account 2,000 
£106,260 

5 Dividends Rate £ 
Interim paid on 30th April 1971 276 6,840 
Proposed final 35% 26,600 
£33,440 


A Director of the Company has waived his entitlement to dividend on 1,240,000 shares 
in accordance with the Offer for Sale made on 27th January 1971. 


6 Profit retained by the Group 


This amount has been dealt with in: £ 
Subsidiaries 5,597 
Parent Company 115,116 
———X • 
£120,713 
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maintaining efficiency that shareholder relations are taking 
something of a back seat. 

The pattern of the company’s operation is there for those 
prepared to work it out and end-year capital commitments of 
over {1-69 million, against only £630,000, indicate the extent 
of the company’s plans and its participation in the hotel grants 
scheme. There is considerable detail in the chairman’s statement 
on what new hotels have been and are being developed, and 
where. 

But the financial aspect is covered by some terse sentences 
‘Our normal practice is to develop new hotels ourselves and 
then carry out a sale and lease-back transaction. While con- 
struction is in progress we usually arrange bridging finance and 
this borrowing is reflected in the current balance sheet before 
you. These temporary borrowings are, of course, fully re-paid 
as soon as the lease-back transaction is completed and therefore 
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more of our new developments are virtually self-financing.’ 

“We new heve a considerable annual cash-flow and in addition 
we enjoy substantial bank facilities should the need for them 
arse. :. 

*We ars therefore not only easily able to meet all our existing 
commitments but are well placed to take advantage of oppor- 
tunities that vill undoubtedly arise in the future.’ | 

When the only .extra-statutory figure information in the 
accounts is the record of seven-year results in terms of turnover, 
net profi: befare tax, taxation and net profit after tax plus the 
percentage rate of dividend, there is need for some amplification 
of the chairman's statements. 

The figures are there in the accounts and the notes, but they 
could do witk separate marshalling to show shareholders just 
how the £nancing system works and how the considerable cash- 
flow helps. 








BRITISH DEBT SERVICES .IMITED 





NOTES TO THE ACCOUNTS 
continued 


7 Fixed Assets Fixtures, Fittings, 








Motor Furniture and 
The Company tenia Office Equipment oral 
At Cost 
At 19th September 1970 38,721 82,367 121,088 
Additions at cost 11,878 8,740 20,618 
Disposals at cost (2,625) — (2,625) 
At 30th June 1971 £47,974 £91,107 £139,081 
Depreciation 
Ас19сћ September 1970 7,721 36,767 44,488 
Provided for the period 7,002 4,300 11,302 
On disposals (443) — (443) 
At 30th June 1971 £14,280 £41,067 £55,347 
Net book value at 30th June 1971 £33,694 £50,040 £83,734 
The Group 
At Cost ` 
At 19th September 1970 56,046 83,650 139,696 
Additions at cost 11,878 8,740 . 20,618 
Disposals at cost (12,318) (15) (12,333) 
At 30th June 1971 155,606 £92,375 £147,981 
Depreciation 
At 19th September 1970 14,846 37,850 52,796 
Provided for the period 7,757 4,300 12,057 - 
> On disposals (5,091) — (5,091) 
At 30th June 1971 £17,612 £42,150 £53,762 
Net book value at 30th June 1971 £37,994 £50,225 £88,219 











8 Stock of own bought debts 


The Group stock of own bought debts has been valued on the basis of their estimated 
average cost of acquisition, together with the estimated legal costs incurred in collection, 
less payments received on account. The total estimated costs are not in excess of the 
estimated net realisable values and are computed on a basis consistent with that used 

at the beginning of the period. 


9 Debtors 


At 30th June 1971 collections amounting in total to £184,853 were held by solicitors 
and on the Group's client account. Of this amount £142,135 was held for clients and has 
been excluded from these Accounts and the balance of £42,718 due to the Group has 
been included with Debtors. 


10 Interests in Subsidiaries £ 


Shares at cost 25,002 
Amounts due-to Subsidiaries (23,465) 
£1,537 


The Subsidiary Companies all of which are wholly owned are: 
Credit Agencies Limited 
Regency House (Manchester) Limited 
Digital and Analog Computer Systems Limited—Non-trading 


11 Share Capital 


Authorised 


3,000,000 Ordinary Shares of 10p each £300,000 





Issued and Fully Paid 


2,000,000 Ordinary Shares of 10p each £200,000 





NOTES TO THE ACCOUNTS 





continued 
12 Share Р-етіч п Account z • 
This account 5 made up as follows: $ Р 
(i) Premium arising on acquisition of net tangible assets 
from »redecessor companies on 18th September 1970 
Net tangit e assets acquired from predecessor 
companies (per prospectus dated 27th January 1971) 424,747 
Dedact: 
Nominal value of shares issued in exchange on 18th 
S:ptemt=r 1970 50,000 
wns 374,747 
(i) Deduct: д 
Nominal value of shares issued by way of a bonus 
issue on 26th January 1971 150,000 
| 224,747 
(ii) Deduct: 
P-ovisio 1 for possible stamp duty and related 
expense: in connection with the acquisition of assets 
from predecessor companies 25,000 
Costs, cl arges and expenses of and incidental to the : 
Cffer for Sale made on 27th January 1971 47,161 
——— 72,161 
Balence at 30th June 1971 £152,586 
13 Reserve: 
These ars made up as follows: 
Eus T The 
roup ompany 
£ £ 
Capital Reserve 
Capita. Reser-e arising on consolidation 13,451 
Divideids received out of preacquisition profits of 
Subsid aries 11,400 
Provisions for Taxation of predecessor companies and 
Subs diaries no longer required 8,177 6,524 
Profit cd Loss Account 
Profits retain: d 120,713 115,116 
£142,341 133,040 





14 Capital Zomrmritments 


At 30th June 1971, taere were capital commitments in respect of contracts placed ^ 
amounting in total t ə £12,000 for which no provision has been made in these accounts. 








AUDITORS' REPORT 


In our opinior , the accounts set out on pages [594 to 596], together give, so far as 
concerns теп bers о the holding company, a true and fair view of che state of affairs 
at 30th June 1971 an] of the profit for the period ended on that date and comply with 
the Companies Acts, 1948 and 1967. x 


Binder Hamlyn & Co., 
Chartered Accountants 


30 St. Ann Street, 
Manchester M2 7LL 


30ch September 1971 
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City Notes 


TOCK exchange conditions are rarely more negative than 

when the stock market is waiting for events to catch up with 
the pitch of share prices. Those prices are currently discounting 
the long Zoretold economic recovery — so long foretold, in fact, 
that the prophets are new tending to forget to foretell it. 

For th2 present, however, there are immediate facts which 
draw attention away from prospects and rivet it on the events 
of the moment. Those events have included the debate — in 
Parliamemt and outside — on the Common Market and still 
include the rising level of unemployment in industry, the 
continuing international currency uncertainty, and the continu- 
ing econcmic recession in the Western world. 

There are, it seems, too many economic stops being pulled out 
with too little effect, for too optimistic a view to be taken 
of immediate prospects. It has not passed unnoticed 
that the Chancellor has quoted the CBI's price curb move 
rather than the Government's own policies as the prime reason 
. why inflationary pressure has lately eased. 

Artifical restriction of prices is only effective іп the longer 
term if seme definite agreement on future policy is worked out 
during tae restriction period. The autumn round of wage 


demands hardly suggests the development of such a policy. - 


The stock market's negative pattern may last some time. 
D * os * i * 


IR LESLIE O’BRIEN, Governor of the Bank of England, 

has rsturned to the theme of the need for policies to control 
inflation. At last week’s annual Bankers’ Dinner he was frank 
enough to state that if wage settlements do not moderate 
significantly, industry will not be.able to afford price restraint 
for long. If the price dam were to break again as the result of the 
flood water of rising wage costs, the development, along with an 
uncertain and restrictive climate abroad, could then produce 


very serious consequences for employment, investment and 
prosperity in this country. 

Part of the Western world’s economic solution must be 
provided by the formulation of a new set of international 
currency rules. The old ones are still there but not much notice : 
is being taken of them. And all the time there are no rules and. 
governments take ad hoc decisions, the more difficult it will be to 
unscramble the network of restrictions that is already growing 
up. 

Sir Leslie insists that market forces alone cannot produce the 
necessary structure of exchange rates. Short-term capital 
movements do not allow the market to get into long-term 
balance. 


ITHDRAWAL of’ Exporters Re-finance Corporation 

funds from Britten-Norman, and the consequent ‘ap- 
pointment of a receiver and manager for that company is one of _ 
those developments incomprehensible to the ‘layman. And in 
this case the layman's incomprehension is entirely justified. 

He sees the banks almost begging people to borrow money – 
indeed almost throwing money at their customers whether they 
want itor not. At the same time he sees.a corporation ~ majority- 
owned by one of the four main banks ~.withdrawing supporting 
loans from an aircraft company employing some 500 people and, 
enjoying considerable success in export markets. 

Even recognizing that Lloyds Bank and Exporters Re-finance 
Corporation are things apart, that ERC money is not to be 
regarded as permanently employed capital and that Rolls-Royce 
cost Lloyds Bank a lot of money, still the withdrawal decision 
is a shock. What it demonstrates is the extent of the capital 
demands made by the aircraft industry and the paucity of cash 
it is. capable of generating itself. 


. RATES AND PRICES 


Closing prices, Monday, October, 25th, 1971 


Tax Reserve Certificates: (29.9.71) Companies 34%; 
2% surrendered for cash; Personal 34% 


Bank Rate 
Nov. 18, :967 8% . Mar. 5, 1970 7396 
Mar. 21, :968 .. A% April 15, 1970 796 
Sept. 19, 2968 .. .. 7% April 1, 1971 .. 6% 
Feb.27,1569 .. .. 8% Sept. 2, 1971 ate sv 25% 
Finance House Base Rate – October rst, 1971. 6% 
. | Treasury Bills 
Aug. 20 .. £5°8288% Sept. 24 .. £4°7531% - 
Aug. 27 .. £58052% Oct. 1 .. £4°7235% 
Sept. 3 .. £49165% Oct. 8 -. £4°6763% 
Sept. 10 .. £48633% Oct. 15 .. £4°6103% 
Sept. 17 . £48049% Oct. 22 . £45723% 
Money Rates 
Day to daz 4$-596 Bank Bills 
7 days 5-54% 2 months .. 48-48% 
Fine’ Trade Bills $ 3 months 48-48% 
3 months . 5-54% 4 months - 48-4 16 96 
4 montis .. 5-54% 6 months , . 43-596 
''6 months .. 51-5195 ^. 


. Foreign Exchanges 
New York - 2'4925 Frankfurt 8:3020 
Montreal 5 2'4965 Milan 1526:25 
Amsterdam .. 8:3590. Oslo 170775 
Brussels Я 116:47 Paris 13°7625 
Copenhagen .. 18-0950 Zürich 9:9300 

Gilt-edged 

Consols 4% 46$ Funding 6196 85-87  .. 88 
Consols 24% 29i Savings 3% 65-75 92 ji 
Conversion 34% . . .. 40$ Treasury 9% 1994 .. 102$ 
Conversion 54% 1974 .. 99 Treasury 64% 1976 .. 101 te 
Coriversion 6% 1972 .. 10048 Treasury 34% 77-80 .. 85$ 
Funding 34% 99-04 .. 514 Treasury 34% 79-81 824 
Funding 4% 60-90 97% Treasury 5% 86-89 74$ 
Funding 54% 78-80 93? Treasury 54% 08-12 67% 
Funding 54% 82-84 89$ Treasury 24% 294 
Funding 52% 87-91 78% Victory 4% .. 971 
Funding 6% 1993 War Loan 34% .. 4olxd 
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Letters 





Institute's Special Meeting 


Sir, – I read Mr Piggott's letter in your issue of баве 14th 
with some interest. | 

Having corrected your interpretation of his speech at the 
Institute’s special meeting, he goes on to create confusion by 
writing what are, in my humble opinion, contradictory 
statements. 


Who would not agree with his words, "This is a single 


Institute and I think that we should all have the same literature - 


and we should all have the same services'? Of course, I would 
like to add just a few words to this statement, namely, ‘and 
therefore we should all pay the same subscriptions’. 

Mr Piggott goes on to say that 'there are differences in the 
services provided to and used by different categories of members, 
which justifies several rates of subscriptions'. For a long time 
now I have been trying to find out exactly those services pro- 
vided by the Institute which are applicable only to certain 
categories of members, and I would be very interested to see 
if Mr Piggott could in fact set these out in a summarized form. 

I think, however, that Mr Piggott should remember that, 
in the President's own words at the special meeting, the 
differentials on subscriptions are based upon historical origin. 


Yours faithfully, 


London N12. RAYMOND S. ZEITAL, A.C.A., A.T.I.I. 


Cheque Cashing 


“Sir, — Your Industrious Accountant this week (issue of October 


21st) seems to be taking John’s breach of rules far too lightly — 
having been involved barely three months ago in a fraud which 
. depended on post-dated cheques as part of a cash float (“Birds 
of a Feather', July 22nd). I wonder how far John's own laxity 
and bad example were responsible for the assistant cashier's 
fall from grace? 

An absolute ban on cheque cashing is likely to prove unwork- 
able, and circumventing a. nominally 'absolute' rule in 'special 
circumstances' leads to contempt for rules in general; but the 
facility should be closely controlled. Cashing post-dated cheques, 
in particular, is tantamount to an unauthorized interest-free 
loan, and constitutes an unjustified drain upon the company's 
resources. 

Let me quote from my own experience an example of how 
insidiously abuses (fortunately not amounting to fraud) may 
-develop. One day the bank statement showed two cheques 
‘returned unpaid’, for {2 and {5 respectively, both drawn 
by the same employee. Quite apart from the fact that the drawee 
bank's refusal to meet such paltry sums spoke volumes for the 
drawer's credit, it transpired that the culprit was a newcomer 
who had been engaged in a relatively junior grade a few wecks 
previously. 

‘On further inquiry, it was discovered that the cashier, by over- 
sight, had been given no firm directions on cheque cashing — 
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and, bets re-uctant either to take the possibly invidious step 
of drawirg a Lne on his own initiative or to ask for instructions 
in the specific zase, was accepting cheques indiscriminately from 
all comers. Waen the banks ceased Saturday morning working, 
a number of employees had formed the habit — convenient, 

no doubt, for themselves — of cashing cheques on Friday after- 
noons fo- ther weekend shopping; thus, quite apart from the 
increased risk of default, unnecessarily large amounts of cash 
were being held in the office and the cashier's proper work was 
continually irterrupted. Over a period of several months, it 
was found tha: the total of cheques cashed had exceeded that of 
the legitimate petty cash expenditure for which the float was 
nominall7 held! 

The danger is, of course, that a concession once enjoyed for 
long enough comes to be regarded as a right. Thus, when your 
contributor taxes the obvious measures for the future, his staff 
will feel tnat tthey have been arbitrarily denied a lawful perquisite. 


Yours faithfully, | 


Топао . В. MARTIN. 


Causes of Inflation 


Sir, — Ir the argument about the causes of inflation so many 
factors ase mixed up, so many strongly held points of view are 
paraded, зо many emotional side issues are introduced, that it is 
difficult -о see the wood for the trees. These otlfer factors, 
viewpoin-s, ard side issues must be recognized and allowed for, 
after the root cause of the problem has been exposed. 

The definition of inflation given by the Accounting Standards 
Steering Comittee is a good starting-point. It is simple, basic, 
and suffizient:y general in its terms, to enable us to use it in 
the argument. (The fact that it was set up for the purpose of 
resolving a ѕісе issue, ‘Accounting for inflation’, can be ignoréd 
for the momeat.) The definition says that inflation is the de- 
cline in the general purchasing power of money as the general 
price level of zoods and services rises’. 

So, in tackling the problem, it is necessary to isolate those 
factors waich cause the general price level of goods and services 
to rise. I- is possible to identify two main factors: 

(i) Go-ernment expenditure, in absolute terms and also the 

rate of growth thereof (see Mr Gladstone's Budget speech 
on February roth, 1860). 

(ii) Fiscal pclicy in relation to taxation generally (see A Popular 

_ History ef Taxation, by James Coffield (Longmans, 1970)). 

It is contended that all the other factors are not contributory 
but conszqueatial. As an example, purchase tax is an excise 
duty first impased in 1940, with a double object, as Sir Kingsley 
Wood ex»lainzd in the House of Commons on July 23rd, 1940, 
*... to imit civilian consumption and also to obtain a new 
source of шесте . . .". To-day the cost of а motor-car to the 
consume: is grossly distorted by the purchase tax loadéd intó 
the price. In other words, the consequential increase in the 
general p-ice level of motor-cars is a direct result of government 
fiscal pol.cy. 

In the September 1971 issue of Management: Today, the 
Business Pros»ect section says quite bluntly, ‘VAT is going to - 
mean a sharp additional increase in costs in 1973—74 for all 
companies’. Азаіп, when this occurs, it will be a consequential 
result of goveznment policy. It will mean the increases in the 
general price Буе] of goods and services and therefore a decline 
in the gener:l purchasing power of money, which equals 
"inflation ~ Q.E.D 

Thus # seems quite clear that the real contributory factors 
to inflation are government-generated. I think this view can 
be held despite the arguments of people like Bernard Hollowood, 
writing іл the May 1971 Quarterly Review of the National 
Westminster 3ank, who maintains that the unions have too 
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much power and must be curbed if inflation is to be cured. 
All that the unions have done is to recognize the situation for 
what it is and demand consequential increases for their members. 

In a way, the economy is like a beautifully blown-up balloon. 
At its optimum size, it is perfectly round, satisfyingly whole and 
complete. Inflated beyond its physical limits, it will burst. 
Deflated, it will sag and behave miserably. Squeezed or pinched 
it will be distorted. Pushing or pulling have the ‘same effect. 

And of course this analogy is used by the economists ~ 
notably Professor D. C. Rowan; in Output, Inflation and 
Growth (Macmillan Papermac, 1968), to illustrate the flow of 


incomes and expenditures in the evaluation of the gross national 


product. 


A» perfect illustration of the effects of squeezing the balloon 


is provided by the efforts of Mr Jenkins in the previous ad- 
ministratian to get the balance of payments right. He was quite 
satisfied with his pincer-like grip on the balloon, but look what 
terrible distortion took place elsewhere! The fact that there was 
nothing basically wrong with the balance of payments is another 
side issue which can be pursued later on. 

It can 5e seen from this analogy that a prices freeze, a pay 
pause, or even a full-blooded prices and incomes policy are 
all heavy-fingered squeezes or pinches of the balloon which are 
bound tc throw it out of shape and even cause it, in the long 
run, to burst. 

This argument about inflation can be developed almost 
ad nauseant, but the: point of this contribution is to suggest 
that, uncil it is recognized and admitted by governments that 
the root cause — and tberefore the remedy — is in their own 
hands, no progress will be made towards a solution. 


Yours faithfully, 


Nortawood, Middlesex. D. A. TRIGWELL, F.c.a. 


No Accounting for Accountancy 


Sir, - While domains have been discussing devaluation, dia- 
logue, divorce and drugs, I confess I have been deliberating on 
differences which divide ‘accountancy’ and ‘accounting’. Why, I 
say, should a substantive be ousted by a gerund, a verb-noun, a 
preseat participle? If I study accountancy I am dealing with a 
subject in its own right, but if I study accounting, what, may I 
ask, am I accounting for? I have been assured, however, that I 
am making a fuss over nothing, since the two words are really 
interchangeable. Oh well, there’s no accountancy for taste! 
And, as Mrs Mopp would have said to Tommy Handley, ‘I 

brocght this for you, sir’: 

There was an accountant named Ping 

Who debits and credits would sing. 

Though bad account-ancy, . 

And ever so chancy, : 

It might have been good accounting 

Yours faithfully, 


Johannesburg, South Africa. R. E. ELLMER. 


Witnessing of Documents 
Sm, – I have no doubt that your reply to Mr G. р. Macdonald 


Allen (October 14th), on the categories of persons authorized to : 


witness documents, is substantially correct. Where a document 
requires attestation, and more particularly where one party 
to the transaction is overseas, it appears reasonable that the 
attestor’s identity and pen should be precisely established. 

Without pursuing the claims of the late Aleister Crowley 
or the local witch-doctor to be recognized as ministers of 
-eligion, it is noticeable that the other categories listed by Mr 
Allen — registered Physicians and surgeons, Parliamentary 
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electors, British master mariners, graduates of British univer- 
sities, and the rest — can all be verified from public: records; 
either a man is on the appropriate list, or he is not. The same, 
unfortunately, is not true of the accountancy profession, and a 
witness signing as ‘accountant’ might appear in any one ofa 
dozen or more lists of members — or in none. 

I can confirm that, within my own experience in the United 
Kingdom, a signature as ‘chartered accountant’ is: acceptable 
without query for a variety of purposes, including recommenda- 
tions for a UK passport. 

; Yours faithfully, 
WILFRED. 


Literary Accountants 


Sir, - We hasten to claim the prize which Douglas Garbutt 
suggested you should offer (October 7th issue). The quotation 
which is not in Carter is the first one from T. S. Eliot: 


‘I shall not want Capital in Heaven . . .". 


Perhaps he would consider using it in the seventh edition to 
preface chapter 20 on the raising of capital. 

May we draw your readers’ attention to our modest effort: 
Accounting which was published last year to cover the leaving 
certificate syllabus of the Irish Department of Education. When 
we wrote it, we had not seen Mr Garbutt’s praiseworthy estort 
to raise accounting literature from its reputation for dullness 
but we adopted the same techniques. It was inevitable that we 
should both quote Luca Pacioli (although our selections differ). 
Otherwise we have managed to avoid duplication — which goes 
to show that there is no shortage of accounting references in 
literature. | 

W. S. Gilbert obviously had ‘correction of errors’ in mind: 

‘Quiet, calm deliberation 
Disentangles every knot.’ 

John Masefield should not be overlooked. He had some 
experience of the subject matter of consignment accounts and 
joint ventures: 

‘Dirty British coaster with а salt-caked smoke stack,  . 
Butting through the Channel in the mad March days, 
With a cargo of 'Tyne coal, 

Road-rails, pig-lead, 

Firewood, ironware, and cheap tin trays.' i 

Finally, The Hunting of the Snark by Lewis Carroll, should be 
compulsory reading for all accountants. In fact, the Bellman’s: 


‘What I tell you three times is true’ 


might be the basis of some of our accepted accounting prin- 
ciples. And where can you get a better description of the plight 


of a client with ‘incon.plete records’ than: 


‘Tt felt that, in spite of all possible pains, 

It had somehow contrived to lose count, 

And the only thing now was to rack its poor brains 
By reckoning up the amount.’ 


Yours faithfully, 


J. MURPHY, a.c.c.a. 
KEVIN O'REGAN, в,сомм. 


Cork and 
Carlow. 


Accountants in the Civil Service 


Sir, ~ For the past two years ог more-my Institution has been 
pressing for a wider use of accountants within the Civil Service. 

The Fulton Committee were quite right in their-criticisms of 
the Civil Service for not employing sufficient qualified account- 
ants in a conventional role and for not employing them at all in 
the broader management areas in which it is nowadays common 
for them to be used in industry and commerce. 
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"We have, I am bound tó say, made depressingly little progress.’ 
The changes which you suggest have beén made to improve 
recruitment and management have been insignificant and have 
amounted to no more than toying with the problem. 


In consequence, we really have no more accountants in the - 


Civil Service and they are used in no different way from what was 
the case at the time Fulton reported. I do not understand where 
the figures in your October 14th issue have come from. Far 
from the number of accountants having doubled over the past 
three years, it is, as I have suggested, almost unchanged at 
around 350. As you say, a figure of 650 would be inadequate. 





Books 
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Technology, Management and Society 
by PETER F. DRUCKER. 
Heinemann, £1-80. 
This volume comprises a collection of 12 essays by Professor 
Peter Drucker based on articles he has contributed to journals 
and addresses he has given to management audiences at various 
times during the past 14 years. They range over a wide field, 
with particular emphasis on technology and management and 
their relationship to, and interaction with, human society. 
Some of them reflect the thinking that was current at the 
period when they were first presented and, in so doing, they 
serve to emphasize that a decade is a long time in the changing 
world of modern management. Typical of this category is an 
_address which he delivered at the Harvard Business School in 
1958 on the theme ‘Can Management Ever be a Science?'. In 
the United Kingdom, at least, managers seem to be less pre- 
occupied with this kind of introspective thinking and attention 
has turned towards specific techniques. . 
Among the more recent essays, this reviewer’s eye was caught 
by an item titled "The Conglomerates will be the Stranded 
Giants: of the Next Decade’. In this short, sharp analysis, 
produced from notes of a seminar given in the UK and first 
published as a journal article in 1969, Professor Drucker placed 
‘his finger on what has since proved to be a weak spot in the case 
for conglomerates and the doubts he expressed at the time about 
the industrial logic of this type of organization can stand up to 
examination in hindsight. 
Drucker is never. dull and this volume contains much to 
interest the manager who is motivated to lift his eyes and look 
towards broader horizons. 


Who Owns Whom 
UK Edition 1971 
O. W. Roskill & Co (Reports) Ltd, 14 Great College Street, 
London SWi. £1550. | 
Yet again, the new edition — the r4th-of Who Owns Whom 
has an increased number of entries; this year there are about 
100,000 entries, a net increase of over 5,000, despite a con- 
tinuing activity in mergers and take-overs. 

In the comprehensive introduction to the work, amongst 
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That is a measure of the task facing the inquiry which is to be- 
conducted by Sir Anthony Burney and others. 
Yours faithfully, : 
CY RIL COOPER, 
Deputy General Secretary, 
THE INSTITUTION OF PROFESSIONAL · 
- London Y7C2. CIVIL SERVANTS. · 
[The requirements of those departments quoted in our note of 
October 14th as ‘major employers of accountants’ total 652. - 


- These figures were supplied to us by the Civil Service Department. - 


— Eprror.] 


у 





references to inter-group sales, the Take-over Panel, United 
States investment in the United Kingdom and the work of the 
Monopolies Commission, there is much to be learned from the 
very readable material under the headings ‘Changing attitudes 
to bigness’ and “The effects of Britain joining the EEC’. 

` First publisaed in 1958, this invaluable directory has long 
since proved its worth. The latest edition includes more private 
company entries than in previous years, and gives a greater 


- coverage of subsidiaries and associates of public companies. 


Particularly noteworthy is the provision in one section of full 
addresses for (ле majority of parent companies in the UK, 
and there is a section for the first time giving details of parent 
companies situa:ed in Eire. ` 

Аз in the pas, four quarterly supplements are availablé at | 
a cost of £2:50 per complete set. 


Масе тој Made Simple 
by WILLIAM F. Coventry. 


. W. Н. Allen, paperback gop. 


True to the tradizion of the series, this volume packs a con- . 
siderable amount of information into a small space. It ranges 
around the whole 3eld of management from qualities of leader- . 
ship to critical path analysis, and from behaviour at directors’ 
meetings to the techniques of discounting ene in manng 
investment decisiors. 

There are sixteer. chapters, each with a neat summary and a 
list of suggested further reading. The style of writing is easy 
and the reader will not find himself bogged down by jargon. 
There are not many charts and diagrams, but this is more of an 
advantage inasmuch. as so many books, in attempting to provide 
visual aids, end up by confusing the text. | 

An additional advantage lies in the use of frequent sub- 
headings – this facilitates selective, reading. All in all, this is a 
valuable addition to the literature of management at the primer 
level and should preve useful reading for many professional 
examinations. 


RECENT PUBLICATIONS 


INVESTMENT ARITHMETIC, third edition, by M. S. Rix. xii+282 
pp. $ х 5$. Pitman, £275. 

WORKING CAPITAL: Its MANAGEMENT AND CONTROL, by Leslie К. 
Howard, F.c.A. ix+222 рр. '9X5$. Macdonald & Evans, 
£2' 10. 


. PROBLEMS OF nas edited by Sir Robert Shone. pai 


110 pp. 9X 53. Basil Blackwell, £175. 

TAXING PERSONAL Weattu, by C. Т: Sandford. 304 pp. 9 х s$. 
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Market or Not - Learn a Language 


EARN a foreign language, Col Sir 

Derek Pritchard, President of the 
Institute of Directors, advised members 
of the Leicestershire and Northampton- 
shire Society of Chartered Accountants at 
their annual dinner at Northampton, on 
Monday of last week. 

Over 350 members and guests were 
present, with Mr R. F. Watkins, F.C.A., 
President of the Society, in the chair. 

Proposing the toast of The Institute of 
Chartered Accountants in England and 
Wales, Sir Derek said that whether 
Britain joined the Common Market or 
not, being gble to speak French, German 
or Italian was going to be of inestimable 
value. 

The future, both of industry and of 
the accountants’ world, could not be 
confined to these islands, whether in the 
Market or not, and knowledge of another 
language or languages would be needed 
to read balance sheets and understand 
the laws in other countries. 


Tax problems 


Where there were now mergers or 
takeovers, there would be a mass of 
intercontinental and international mer- 
gers and agreements, requiring lawyers 
and, more especialy, accountants to 
interpret the tax problems involved. 

While, in the main, we in Britain paid 
our taxes with reasonably good grace ~ 
as did the Germans and the Dutch - the 
outlook elsewhere in the EEC was rather 
different. The Latins — the French and 
Italians — did not agree with taxes, 
believing they were in fact immoral. 
'They prepared three sets of accounts — 
one for themselves, one for the public 
and one for the tax authorities with 
whom they negotiated their taxes. This 
made a big difference when they were 
going to do a deal. 


Wide experience 


Sir Derek said there was no profession 
which gave a better training than that 
of chartered accountants. No profession 
gave a wider experience or provided such 
wide contact with men. Not only, indeed, 
did it give such excellent training, it also 
gave them confidence that at the end 
of the day they would come up with the 


Speaker's Advice at Northampton Dinner 


right answer. Most of all, it made them 
good mixers with all kinds of people. 
It was part of an accountant's role that 
he should mix with all levels of society. 


Active participation 


Replying to the toast, Mr A. H. Walton, 
F.C.A., President of the Institute, said the 
object of accountants — whether in practice 
or in industry — was to assist management 
in achieving profit, and correctly record- 
ing profit. They could be a great help 
to management, particularly when they 
were allowed to be, and he hoped that 
accountants would always seek to be 
constructive and not negative. 

He hoped more members would 
participate in the proceedings of the 
Institute as best they were able, because 
the reputation of the Institute depended 
on members and nobody else would do it 
for them. He was glad to say rather more 
than roo members at any one time were 
engaged in preparing and providing 
courses at the Institute level alone, 
apart from all the very considerable 


efforts made іп district societies. 

'The number of Institute courses next 
year was likely to be very nearly double 
those of the present year, forecast Mr 
Walton. It was a very considerable 
programme, with courses almost from 
the cradle to the grave. There were 
certainly courses for most of their prac- 
titioners and most of their members in 
industry, and more were being planned. 
He hoped that as many members as 
possible would try to participate in 
these, and if not, then at district society 
level. 


Normal pattern 


Refreshers, added Mr Walton, must 
be part of an accountant's normal way of 
life. It was not sufficient to rely on the 
examinations members had passed for 
entry years ago. 

The toast of the guests was proposed 
by Mr A. E. B. Foxwell, F.c.a., Vice- 
President of the Society, and Mr A. C. 
Parkhouse, м.л.(охоп.), Town Clerk of 
Northampton, responded. 





Photo: Chronicle & Echo, Northampton 


At the dinner were (/eft to right) Mr A. H. Walton, F.C.A., President of The Institute of Chartered 
Accountants of England and Wales; Councillor P. J. Leonard, Mayor of Kettering; Alderman 
C. E. Stopford, Mayor of Northampton; the Rt Rev. C. Eastaugh, Bishop of Peterborough; 
Mr R. F. Watkins, F.C.A., President of the Leicestershire and Northamptonshire Society of 
Chartered Accountants ; Col Sir Derek Pritchard ; and Mr A. C. Parkhouse, M.A.(Oxon.), Town 


Clerk of Northampton. 
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. Let's Have the Necessary Courage 





A Commentary on the Institute's Proposals 


- for Education and Training 


by PROGNOSTICATOR 


N August the Council of The Institute 
fof Chartered Accountants in England 
~~ and Wales issued a discussion document 
entitled А Policy for Education and 
v Training (The Accountant, August 12th) 
гапа asked for comments from interested 
_ parties by October 7th. This article may 
_ perhaps be looked upon as a contribution 


to the reconsideration which the Council 


стау be expected to undertake in the 
light. of the comments received. 

With pleasure one reads in the Presi- 
dent's foreword that the object of the 
proposals in the document is to raise 
standards — standards of entry, standards 
of training and standards at examina- 
tions. Belatedly, the Institute has in- 
| creased its student entry requirements to 





" include two ‘A’ level passes; now it 


сап be said that accountancy will no 
. longer be the only leading profession 
. content to take ‘O’ level entrants (es- 
. pecially as the last two of the six major 
| accountancy bodies have announced their 
_ intention to move to that standard by 
21973). 

oo Оп training, the intention is clearly, 
< through the training guide and the 
. training record, to provide principals 
апа students with good reasons to expect 
. increasingly the planning of a pro- 
. gramme better able to match the legiti- 
| mate aspirations of would-be chartered 
. accountants who cannot be asked merely 
, to acquire a gathering of unsystematic 
. experience which is not training. On the 
. raising of standards at examinations, 
| some increase can reasonably be expected 
| as a result of higher entry requirements. 








. Undeveloped philosophy 
_ In its intentions, therefore, the statement 
18 clearly to be welcomed. Moreover, 
| in its very first paragraph it spells out 
that philosophy on education and train- 
ing which for all practical purposes has 
. been accepted by doctors, lawyers, 
architects, engineers and a number of 
_ other professional institutions — namely 
_ the provision of a foundation stage dur- 
ing which students receive a ‘sound 
асанова! base’ for their strictly profes- 
sional studies which follow in a subse- 


quent stage. Eut this philosophy is 
hardly developed in these terms in the 
remainder of the document. 

The proposed syllabus for the three 
parts of the examination appears to be 
even more professional than before and 
there are provisions for study leave and 
courses which expect educational in- 
stitutions to conduct courses of up to 
three months’ duration for each part. 
No university will undertake courses 
of this nature directed towards external 
examinations in which it has no oppor- 
tunity of discussing examination objec- 
tives and means of testing; polytechnics 
are already giving clear indications 
through their boards of studies that they 
hold the same views. Yet the Institute 
will need to lean heavily on these institu- 
tions if it hopes to achieve its objects. 

This article attempts to spell out 
some of the more logical consequences 
which flow from the opening paragraph 
of the document: 

‘All entrants to the profession must 
have a sound educational base for their 
professional studies. They will, therefore, 
either have taken a degree or, after 
leaving school with 'A' levels, have 
followed an approved course of study 
of one academic vear (in fact a nine- 
months' course).' 


Graduate entry 


The document talks of ‘encouraging’ 
graduates to enter the profession and 
says that the proportion entering (23 
per cent of the 1970 intake) ‘can be 
expected to increase further’. Why not 
accept the challenge? All the professions 
referred to above have gone or are going 
'near graduate' in their entry standards. 
Of course, the good two ‘A’-level student 
must not be kept out. But it must be 
recognized that more and more intelli- 
gent young men will find it difficult to 
resist starting on a degree course at a 
university or polytechnic. Those who do 
not obtain a place will for the most part, 
although not exclusively, be those who 
have obtained a grade of *A' level pass 
below that required by most university 
faculties and departments. Witness the 
vast numbers of D and E grades among 


the students on nine-month courses. 

In brief, the Institute should proclaim 
a rapid move towards graduate entry. 
Some target date is by no means im- 
possible — why not 9o per cent in 1981, 
leaving the balance for good two 'A's and 
mature entry students? One day the 
Council may have to consider a two-year, 
full-time special course along Higher 
National Diploma lines for 'A' level 
students if there is not to be a wide 
educational gap between graduates and 
non-graduate entrants. 


Degree courses 


What sort of graduates? Only a small 
proportion of the 1,095 entrants in 1970 
had followed the so-called ‘approved’ 
degree course embracing accounting, 
economics and law. А considerable 
proportion must have followed arts 
courses in, say, geography and history. 
During 1971 there has been a substantial 
increase in inquiries from scientists and 
engineers — reflecting graduate ‘unem- 
ployment’? A large number, however, 
must have followed courses with some 
relevance — economics or law or statistics, 
for example. 

At this moment in time the Institute 
must feel that, with the great majority 
of its graduates coming from courses 
other than those ‘approved’, it must 
not take any step which would deter 
them from entering articles. Of course, 
these graduates are necessary to the 
profession; they are different in their 
background and disciplines; they do well 
at professional examinations. 

But the future demands that graduates 
in accountancy be attracted much more 
than at present. Accounting may be 
part of a larger discipline and taught 
only with economics,.law, and possibly 
other ‘subjects’. It must, however, take 
its place as a proper discipline at uni- 
versity level — why not? Does it want to 
continue as a subsidiary? Of overriding 
importance is the need for the Institute 
to promote. If it does not it will find 
that scarce resources are allocated else- 
where and accountancy will continue 
to be a mere adjunct of something else. 
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If the Institute wants the highest level | 


of education it must show the University 


Grants Committee and the polytechnics : 


that it wents to promote the teaching of 
accountarcy; if it does not, the inevitable 
result will be that other disciplines will 
receive the available resources. 

The Institute must encourage students 
to follow the appropriate discipline — 
lawyers do, doctors do, engineers do, 
architecte do. Why not accountants? 
So proper encouragement should be 
given. More generous exemption from 
examinatons and a reduction in service 
are required. One of these days it may 
be, as at present in Scotland, that the 
‘English Institute will give the account- 
ancy graduate a six months' advantage 
over other graduates. Why not? 


Professional education 


'The proposals in paragraphs 9 to 12 of 
the docament perpetuate all the old 
troubles and ditficulties. Here are the 
proposals for full-time oral tuition of 
up to three months prior to each part 
of the Irstitute's examinations. Both the 
public ard private sectors are invited to 
participare; in particular, the aim is 
stated to be a link between oral tuition 
and periods of private study. This will 
not work | 
Few polytechnics will now (and even 
less later” participate in cramming courses 
directed towards professional examina- 
tions extzrnally imposed upon them and 
on whick they are not invited in any way 
to particpate. Why should they? They 
have, they all recognize, a duty to make 
provisior for professional education but 
not to accept a system in which they have 
no part -o play other than in providing 
teachers to teach to technical examina- 
tions. This they do not regard as their 
proper role. If any profession were to 
insist upon this scheme of things, it 


would ircreasingly lose the support of. 


the polytechnics; it would be driven to 
seek the co-operation of the non-poly- 


technics. This cannot be for the good оѓ. 


the profession. | | 
Furthermore, what assurance is there 
that educational institutions, university 
or polytechnic, will want to-co-operate 
with external private tutors, corre- 
spondence or oral? Rather the colleges 
are likely to regard the three months’ 
period az capable of division into sep- 


arate per.ods — of perhaps three sessions . 


of one month each — and for-these to be 
linked bz the college itself by tutorial 
methods, scorning the link with the 
private sector. 

Moreover, ask any principal for his 
reaction to these proposals. ‘Disruptive’ 
is the likely retort. Practical experience 
will lack continuity; students will be 
away from offices when the best. ex- 
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perience is available in the office; some 
offices will think more than twice about 
the wisdom (and expense!) of taking 
clerks in such circumstances. If only it 
could be recognized that the educational 
institutions and the offices of principals 
have different parts – but complementary 
parts — to play in the education and 
training of the would-be chartered 
accountant. The solution is given below. 
The discussion document offers none! 
Some of the advantages for principals 
and students alike are obvious — no 
disruption of experience through study 
leave, no regular and irregular ins and 
outs of the office, no studying for subjects 
which have little if any practical appli- 
cation in the clerk's office and, very 
important for some principals, a -willing- 
ness to incur the costs of training in such 


circumstances as these could be recovered. 


more readily. 


Training and experience 
The Council certainly has not the courage 
of its convictions. Paragraph 17 shows 
that it remains worried — if not scared — 
of its small (and other?) practitioners. 
How many of those admitted into mem- 
bership of the Institute in the last ten 
years would recognize how inadequate 
was the training which they received? 
This is not just a question of big firms 
or small firms; it is a question of a 
principal accepting an obligation to 
prepare a clerk for membership. The 
proposals in the document suggest — 
but only suggest — that there will be 
increasing pressure on the part of the 
Council to supervise training effectively. 
Could this not be said more positively? 
Experience is often inadequate for clerks. 
Training is often non-existent. Some 
principals at least would welcome more 
knowledge of the principles and metho- 
dology of training: they want to help 
their clerks. But nothing should prevent 
adequate supervision by the Council. 
Naturally it will be difficult; it may be 
expensive; it will be criticized by some 
principals as ‘bureaucratic’, It must be 
accepted, however, that some practices 


‘are suitable and some are not. If they 


are not they have no choice but to recog- 
nize that they should not train articled 
clerks: or only train them in some of their 
essential know-how, leaving the rest to 
be acquired by secondment or otherwise 
with another firm. 

What is the objection to a register of 
suitable firms subscribing to an acceptable 
(though variable) training programme? 
Students would want to go to these 
firms: firms would try to be on the 
register. Chartered engineering bodies 
have such а register; why not the char- 
tered accountants? Та ће Council fright- 
ened of the possibility of an adverse 
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vote of up to 12,000 practitioners against 
any proposals to that end? Has it reckoned 
that there are almost 40,000 other" 
members to whom proposals for some. 
control should signify that future mem- 
bers would rightly have benefits of 
training and experience which were 
often denied them — and who might 
vote accordingly? 


Examination inadequacies 


The present type of Institute examination 
is a poor way of testing professional 
competence. There is а remarkable 
absence of the ability of students to apply 
their knowledge to problems; the sub- 
jects are dealt with in separate papers 
whereas ‘the real expertise of the ac- 
countant is his ability to draw on his 
knowledge of a variety of subjects to 
help solve business problems’; the weight 
given to certain papers shows that knowl- 
edge is still required of subjects which 
occupy far less importance than. they 
should in the ‘vocabulary’ of the newly 
qualified chartered accountant. 

The document recognizes in paragraph 
23 - perhaps remarkably — the inade- 
quacy of its present examinations, though 
its published syllabus does little to cure 
the trouble. Present examinations of the 
traditional type (so many papers at three 
hours each) can properly be called: 
‘unfair’ as it is not possible to do equal 
justice to all candidates because of the 
bewildering variety of practical ex- 
perience. Moreover, most Institute ex- 
aminers cannot fairly be regarded as 
experts. They tend to set questions 
involving routine problems of a repetitive 
and uniform character partly out of a 
sense of trying to be fair to all candidates 
and partly because this is the type of 
question which they themselves can set 
and mark most easily. The use of open- 
ended questions appears unknown. Yet 
these are those which make candidates 
think and test their understanding of 
problems: mere regurgitation will not 
suffice. 

Some of the 15 chartered engineering 
institutions have faced up to this problem. 
All 15 bodies in the Confederation of 
Engineering Institutions have delegated 
two out of three of their examinations to 
the Confederation, both academic in 
character. They have retained to them- ' 
selves the test of practical competence 
before admission to membership. These 
bodies thus accept the division between 
foundation and professional studies and 
the complementary nature of them. Has 
the Institute ever considered one or more 
of the following possibilities which, it is 
submitted, would go much- further to 
test professional competence than the 
present scheme of examinations: 


(а) The submission of the candidate's 
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training record for examination and 
for inquiry as necessary at a later 
interview. 

(b) The submission of a dissertation on 
some aspect in depth of the can- 
didate's experience. 

(c) A case study requiring the candidate 
to apply his understanding to а 
problem where he would be required 
to show this in respect of law, 
taxation and other ‘subjects’ as well 
as accounting. 

(d) А professional interview during 
which the training record and dis- 
sertation would be available for 
discussion. 


Would this not be a better professional 
.test than present examinations? For 


what do these test? Have their objects . 


and purposes ever been set forth? These 

new proposals would give the Institute 

a fairer control of admission and enable 

it better to test what it wants and claims 
to test — professional competence. 


Junior qualification 
The Council must make up its mind — 
paragraph 30-reads almost as an after- 
thought. Are the problems any different 
from those which it faced when it ad- 
vocated a junior qualification in the ill- 
fated scheme of integration? All six 
accountancy bodies have (or will have by 
' 1973) adopted an entry. standard of two 
*A' levels. What then happens to the 
young boy or girl.with ‘O’ levels only 
who wants to make accountancy a career? 
Earlier -this year the ICWA .issued a 
statement (The Accountant, May 6th) in 
which it is proposed to create the junior 
grade of licentiate within that Institute. 
А recent publication of the IMTA (The 
Accountant, September gth) proposes the 
formation of an accounting technician 
grade within that Institute. Thus we have 
a route to a junior qualification both in the 
industrial field and in the field of central 
and local government. There is no such 
provision in the field of public practice: 
the young boy or girl is obliged to turn 
to one of the other bodies. 

Many principals will no doubt com- 

plain of the additional educational and 
training requirements which the docu- 
ment imposes on principals in the taking 
of articled clerks. Do many of them 
really want. articled clerks or do they want 
junior staff? In many cases it is un- 
: questionably the latter. То many it will 
be increasingly expensive to take and 
. train articled clerks: it is likely to be 
_ cheaper to take ‘O’-level leavers ~ even 
though, of course, they will require a 
programme of education and training of 
their own. 

Of the greatest importance for the 
future of the Institute. is the provision 
of junior staff to members’ offices. One 
of.the merits is that articled clerks would 
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be 'released' — that is to say they would 
be looked upon as a special category of 
recruits who were being t-ained for 
future membership. Those entering with 
*O' levels only would be concerned 
primarily with the many routine tasks 
in the office. They must, hcwever, be 
given the later opportunity of 'crossing 
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the bridge’, i.e., of becoming full members 
of the Institute after appropriate service 
and examinations. 

The Council statement is not likely 
to survive seven years. If it has not been 
overtaken in that time by some of the 
proposals in this article, the Institute 


will be losing its way for the future. 





DAY COURSE AT BIRMINGHAM 


Ow Thursday, October r4th, Mr J. V. R. 
Anderson, M.A., А.С.А., came down from 
Caer Rhun Hall to lecture 5n ‘Inter- 
mediate Accounts’ to 63 students of 
BCASS. The one-day course covered a 
number of topics including partnership, 
branch accounts and consignment ac- 
counts. The students present were of all 
levels — from just entering articled service 
to taking the examination next March. 

The attendance was a retlection of 
Birmingham’s new system of better 
communications this year between the 
committee, staff partners and articled 
clerks. Not only has this benefited the 
Society lecture-wise, but also from the 
sports and social angle. 


| La Dolce Vita. 


Already many tickets have been sold 
for La Dolce Vita night, when BCASS 
is taking over this Birmingham night-club 
for the evening of November 3-d, and for 
£1 the ticket-holder receives = free meal 
(chicken or scampi in the basket with 
chips), a discotheque and three cabarets 
starring Bob Monkhouse. As an added 
bonus ticket-holders will beccme mem- 
bers of all Bailey Night-clubs throughout 
the country for a year: 


CROYDON BRANCH NOW 
WELL ESTABLISHED 


Four meetings of the recently formed 
Croydon Branch of the Loncon CASS 
(‘Roundabout’, June 24th), have already 
been held at the Greyhound, Croydon. 
Although the lectures themselves have 
been comparatively short, discussion of 
the subject matter has contnued late 
into the evening — with the aid of suitable 
refreshment. 

'The new committee has been meeting 
regularly and with the help of a grant 
from London CASS the branck now has a 
permanent meeting place for ectures at 
the Greyhound. The new branch is, 
however, in need of firms’ repr2sentatives 
and members are asked to elect these as 
quickly as possible, thus enabling easier 
communication between the committee 
and members. 

The next meeting will be < joint one 
with the Croydon Society of Chartered 
Accountants and will be held oa Monday, 


November 8th, at 7.30 p.m., when Mr 
W. G. Clark, MP for Surrey East, will 
lead a discussion on “The local and 
national effects of Britain’s proposed 
entry into the Common Market’. 

Those wishing to join the new branch 
and attend its meetings should contact 
M. Bray, 34 Bedford Park, Croydon 
CRg 2AQ. 


LETTER TO ROUNDABOUT 


Tackling Defeatism 


518, — David Rosenberg’s letter in your 
issue of October 14th must surely horrify 
all those of us who are in amy way con- 
cerned with student training. 

Although I am middle-aged and a little 
restricted by my state of health, as a 
qualified member of the South-west 
Essex Chartered Accountants Students’ 
Group I am no longer happy about my 
own dissociation. I thought better of a 
letter I proposed to write to Mr Rosenberg 

after the group’s last annual general 
meeting, muttered a mea non culpa, and 
dropped it into the waste-paper basket. 

‘Taken in conjunction with the fighting 
attitude appearing adjacently in ‘Round- 
about under the heading ‘Joint Pro- 
gramme for Reading Students’, Mr 
Rosenberg must surely admit that there 
is room for a show of initiative, that with. 
the co-operation of other societies, the 
polytechnics and technical colleges in 
the area and, it is to be hoped, the very 
active support of the Sóuth Essex Society 
of Chartered Accountants, a minor revo- 
lution could be engineered.. 

In the past, too little has been arranged 
too late. Details rarely, if ever, appeared 
in the ‘Green Pages’ of The Young 
Accountant and little, if any, support 
came from qualified members. 'T'he group 
is being allowed to die of pernicious : 
anaemia. 

I would suggest to Mr Rosenberg that 


‘he should call an extraordinary meeting — 


which, in view of what I have written, I 
should be pleased to attend — to discuss 
not only the survival of this group but to 
plan its renaissance. Should he wish to 
conscript me I would feel in honour 
bound to come forward — no more draft- 
dodging. For the sake of the future, to 
do nothing now would be unforgivable 
and it is encumbent on all of us, par- 
ticularly those living in South-west Essex, 
students and qualified men alike, to save 
the group from this sleeping sickness. 
Yours faithfully, 


Ilford, Essex. MAX. WATSON. , 
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COMPUTER COMMENTARY 


Completing 
Incomplete Records 


| dealing with incomplete records, it is sometimes suggested 
that accountants have varying opinions as to degrees of 
‘incompleteness’ according to whether they practise in London, 
"ог in small or large provincial towns. Single entry book-keeping 
is, of course, ‘incomplete’, but balance sheets and profit and 
loss accounts are prepared from a trial balance, thus manifesting 

a double entry system. There are, however, many practitioners 
who regard sets of books as incomplete if the client is unable 
to compile, at the least, a trial balance therefrom; and it follows 
that anything missing up to that stage from the system, such as 
purchase ledgers, purchase day-books, sales ledgers or sales 
day-books, would certainly indicate incompleteness. 

The importance of definition of terms in this respect was 
stressed at a seminar held in London recently by Computerized 
Business Services Ltd, attended by partners and principals of 
various types of practices and addressed by Mr F. C. Rudd, 
ВА. а partner in Mann Judd March & Co, and Mr С. G. 
Goate, F.c.A., of Edwin Smith & Co. Mr Rudd presented a 
paper on ‘Processing incomplete records’ at the 1969 Cambridge 
summer course of The Institute of Chartered Accountants in 
England and Wales (The Accountant, January rst, 8th and rsth, 
1970). He is also a member of the committee which is currently 
investigating standard methods. of coding for mechanized 
accounting systems, and. both he and Mr Goate have had con- 
siderable practical experience of computerized systems as 
applied to accountancy practices. 


Some benefits 


It would appear that бо per cent of CBSL’s clientele are 
company accountants seeking tailored or standard accounting 
„services, and the remaining 40 per cent are accountants in 
practice. The seminar was held with the purpose of discussing 
with practitioners the benefits of the computer in accountancy 
practice, for general ledger accounting, and also for the financial 
control of practices. In dealing with the computer in account- 
ancy practice, Mr Rudd evinced surprise at the resistance set 
up by so many practitioners whenever the expression ‘EDP’ 
was mentioned; in his view, bureau services could deal with 
incomplete and semi-complete records quickly and economic- 
ally with far more accuracy than was the case when clerks were 
working manually on analysis. When the processing costs of 
three jobs could be under £20 per week, excluding an initial 
payment of £300 inclusive of an add-listing machine, the ultra- 
caution exhibited was hard to believe. 

A new computerized accounting system introduced by CBSL 
to handle the widest-ever range of accounting tasks, ‘GLA’ 
(general ledger accounting), has been designed for.accountants 
in practice, and can be applied to audits of any size including 
those of limited companies, and should save work and time, 
particularly at senior level. As well as normal analysis work, 
GLA posts ledgers, extracts balances, and prepares trial balances 
in a standard and easily finalized form. By freeing partners and 
senior assistants, the system should remove a common bottle- 
neck in accountancy practices, thus allowing the accountant to 
offer an improved service to his clients. 

To-cut across the issue of incompleteness versus completeness 
of records, standardized reports can be prepared for all types 
of clients regardless of the books available, and a simple balanc- 


; ACCOUNTANT 


605 


ing operation in the accountant's office provides the basic data 


. Which the system automatically analyses, summarizes, posts to 


a nominal ledger or summary, extracts a trial balance, and finally 
prepares draft profit and loss account and balance sheet. 

Other bureaux that have developed systems that enable 
accountants to computerize incomplete record accounting 
include Computer Management Group, which has a service 
similarly eliminating manual analysis. It produces detailed 
accounts and expresses the current figures as a percentage of the 
respective figures for the previous accounting period. This type 
of service is flexible in that it provides a wide variety of account 
heads and also gives the accountant the facility of specifying · 
his own nominal ledger headings. 

The salient difference between the various bureaux is the 
type of input, for example, the turn-round between the initial 
sending of batch source documents and the receipt of them | 
back at the office, and the systems for collating and coding 
prime data. This can be by means of sending the actual 
documents, i.e., bank statements duly coded as to nominal 
ledger headings, listed on an add-listing machine or even 
punched paper tape. Basically, there is an initial charge, once 
for all (which includes the price of an add-listing machine in 
the case of CBSL) and there is then a charge for processing 
the data for the final print-out. Practitioners have said that small 
traders’ accounts can be processed for as little as £5. This, of 
course, excludes the initial charge and the time of the clerk 
operating the add-listing machine or coding bank statements. 

It is worth bearing in mind that, as far as tax relief is con- . 
cerned, the purchase of the add-lister (if any) is eligible for capital 
allowances, and all the other charges are allowable deductions. 


Growing Membership of BCS 

Following the launching of a campaign in the spring of this 

year to attract new computing personnel to The British Com- 

puter Society, membership is on the increase. Since the start 

of the campaign.and up to the end of September, there were 
1,572 applications for membership, and applications are cur- 

rently being received at the rate of 50-60 per week. 

New members accepted by the Society in the same period 
total 967. This figure for a five-month period compares very 
favourably with the 882 new members who joined the Society 
in the whole of the calendar year 1970. 

After reaching a peak of over 18,000 members in 1968 when 
the Society adopted professional status and new entrants could 
only be accepted on the basis of experience or examination, 
membership declined to around 15,000 in 1970 as those mem- 
bers who allowed their subscriptions to lapse exceeded new 

members accepted under the more rigorous entry conditions. 
Today, membership exceeds 16, ооо and once more is on the. 
increase. s 


Read-out Binders | 
The first range of binders specifically designed for computer 


read-out sheets is now available from G.I.P. Sales Ltd. Fitted ` 


with two specially designed metals, the binders are carefully - 
aligned to very close tolerances to ensure that they fit the com- 
puter paper holes exactly. Computer sheets are laid flat in the 
binder so that the metals fit through the centre two holes, and. . 
are then clipped shut in the normal manner; this way users 
can always be sure of reading the top and bottom line to the 
point of fold on ‘unburst’ sheets. 

As the sheets can be kept efficiently and safely within binder 
covers and spines printed or blocked with relevant titles, the 
product should prove of value to all those executives who regu- 
larly have to read computer read-out material. The binders are 


custom-built and prices will be quoted by G.LP. Sales,’ of * 


Telford Way, East Acton, London W3 7XB. 
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Notes 
and 
Notices 





PROFESSIONAL NOTICES 


BALDWIN & Son and HILTON, SHARP 
. & CLARKE, Chartered Accountants, an- 
nounce that the association between, the 
two firms is to be terminated by mutual 
consent. From November 1st, 1971, the 
HILTON, SHARP & CLARKE practice will 
be continued at 12-13 Ship Street, 
Brighton, by Messrs W. A. SUTHERLAND, 
F.C.A, А. С. LEE, D.S.O., F.C.A, and 
P. S. SAVAGE, Е.С.А., and the BALDWIN 
& SoN practice will be continued at 12 
Marlborough Place, Brighton, by Messrs 
A. J. Hearn, rca, and C. К. Р. 
. GOODWIN, F.C.A. 
BARKER, SMILES & СОМРАМУ, Char- 
tered Accountants, of London, announce 


that as from October 31st, 1971, Mr C. S. · 


STEPHENS, Е.С.А., will cease, by retirement, 
to be a partner in the firm, but will 
continue to assist the firm as consultant. 


MacIntyre Hupson & Co, of Craig’s 
Court House, 25 Whitehall, London 
SW1, Bedford, Wellingborough, Canter- 
bury and Margate, and SPRAGUE 
NicHoLsoN Morcan & Co, of Craig's 
Court House, 25 Whitehall, London 
SW1, High Wycombe and Richmond, 
announce the amalgamation of their 
practices with effect from October rst, 
1971. They will practise under the titles of 
MacIntyre Hupson & Co in London, 
J. B. NicHorsoN & Co in High Wycombe, 
and. SPRAGUE NICHOLSON Morcan & Co 
in Richmond. _ 

MaclInryre Hupson & Со, of Bedford 
and Wellingborough, and Howanp JOLLY 
· Rowe & Co, of Bedford, announce the 
amalgamation of their practices with effect 
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from October 186, 1971. Ther will 
practise under the name of МАСЕЧТУКЕ 
HvpsoN & Co from 19 Goldington Road, 
Bedford, and 2 London Road, Walling- 
borough. . 

Macintyre Hupson & Co, of 19 
Goldington Road, Bedford, and 2 London 
Road, Wellingborough, announc: that 
Mr Dennis A. SILVERTON, А.С.д., has 
been admitted into partnership az from 
October ist, 1971. 

Price WATERHOUSE & Со and 
ASHWORTH ROWAN CRAIG GARDNER & 
Co announce that Mr 5. M. DENCAN, 
Е.С.А., and Mr C. Н. NICHOLSON, F.C.A., 
partners in the United Kingdom ärm of 
PrIcE WATERHOUSE & Co, have been 
admittéd to partnership in ASHWORTH 
Rowan CRAIG GARDNER & Со. The latter 
firm, which carries on practice at P-ogres- 
sive House, 33/37 Wellington Place, 
Belfast, and has been for some years the 
correspondent of Price WATERHCUSE & 
Co in Northern Ireland, will hence- 
forward practise also in the Price 
WATERHOUSE name. 

Topp, Tanser & Co, Chartered Ac- 
countants, .of Bank Offices, 11 Granby 
Street, Leicester, announce that as from 
October rst, 1971, their practice ard that 
of Burton & Son have been merged. 
Mr R. №. Jarvis, Е.С.А., of BURTON & 
Son, practising at x Berridge Street, 
Leicester, and 19/21 Scalford Road, 
Melton Mowbray, has joined wich the 
present partners of Topp, TANSEF & Co 
to form a new firm which will practise 
under the name of Topp, Janvis from 
Bank Offices, 11 Granby Street, Leicester, 
and from 19/21 Scalford Road, Melton 
Mowbray. 

WALKER NEWMAN SAMUELS & Co, 
Chartered Accountants, of Londcn, an- 
nounce that they have taken intc part- 
nership Mr GEOFFREY GOODYEAR, A.C.A., 
and Мг Босев BENSON, A.C.A.. with 
effect from November 186, 1971. Mr 
GOODYEAR and Mr BENSON served their 
articles with the practice. 


· APPOINTMENTS 


Mr Eric G. - Crossland, a.c.w..., has 
been appointed group accountent of 
Hepworth Iron Co. 

Mr І. Duckels, Е.С.А., has been 
appointed a deputy chairman of Croda 
International Ltd. 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


REVALUATION OF ASSETS 


| WORKS, FACTORIES, PLANT & MACHINERY, 








` A.C.C.A., 


Telephone 01-834 2002 (4 lines) 


October 28th; 1971 


Mr John Ford, T.D., F.c.a., has been 
appointed a non-executive director of 


Allied Polymer Group. 


Mr Roger Hawkins, F.c.a., has deed | 
appointed group chief financial account- | 
ant of Geo. Bassett Holdings and Miss 
Joan Whitwam, А.С.1.5., has become 
deputy group chief financial accountant. 

Mr D. Holden-Brown, С.л, will be- 
come finance director (incorporating 
also the duties of control director) of 
Allied Breweries, relinquishing his posi- 
tion as chief executive of Showerings. 
Vine Products & Whiteways, on January - 
ISt, 1972. 

Mr B. Ince, А.С.С.А., has been ap- 
pointed to the board of Johnson Matthey 
& Co, with responsibilities for group 
finance. 

Mr P. Comley, А.С.С.А., has become 
director of headquarters management 
of Univac Division Sperry Rand. 


Mr H. R. C. Lewis 


Mr P. Comley 


Mr Н. К. C. Lewis, А.С.А., has been 
appointed financial accountant of John: 
Williams of Cardiff. . 

Mr К. W. Kell, r.c.4., finance director 
of R. A. Lister & Co, has been appointed 


. assistant managing director of Gloster 


Saro, and Mr S. Newlands, C.A., F.C.W.A., 
DIP.M.S., executive director (finance) of 
Hawker Siddeley Aviation, has become 
finance director of R. A. Lister & Co. 

Lt Col E. A. C. Keyworth (Retd), 
has been appointed Chief 
Finance Officer to the Papua and New 
Guinea Electricity Commission with 
effect from October 1oth, 1971. 

Mr А. Н. Main, A.C.A., secretary of 
Edward Webb & Sons (Stourbridge), has 
been appointed finance director of the 
company. 

Mr Richard C. Malyon, F.c.a., has 
joined the board of Websters Publica- 
tions. 






Etc. 
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. POST-QUALIFYING COURSE 
ON INTERNAL CONTROL 


Interest in a new approach to the trans- 

- асбопз audit and examination of its 
advantages over existing methods will be 
the objectives of a one-day course on 
‘Flow-charting and analytical auditing’ 
held by The Institute of: Chartered 
Accountants of Scotland at the Great 
Western Royal Hotel, Praed Street, 
Paddington, London W2, on November 
I5th. The speaker will be Mr Е. В. 
Beckett, СА. who will review the 
technique of recording such systems by 
the preparation of flow-charts consisting 
of simple conventional signs. Practical 
work will be provided on both flow- 
charting and weakness analysis. 

Fee for che course, which includes 
documentation, morning coffee, lunch 
and tea, is £15, and applications to 
attend should be made to the Director of 
Post-Qualifying Education, The Institute 
of Chartered Accountants of Scotland, 

- 27 Queen Street, Edinburgh EH2 11А. 


ICWA SEMINAR 


Industrial relations, productivity bargain- 
ing, Donovan and white collar unionism 
are among the key factors influencing the 


management accountant. 

As an aid to a better understanding of 
what modern pressures entail, a one-day 
seminar on 'Industrial relations, produc- 
tivity, profitability and the management 
accountant’ will be held by The Institute 
of Cost and Works Accountants at the 
Hotel Russel, London WCz, on Wed- 
nesday, November 3rd. 

The seminar will be introduced by 
Mr C. A. Herring, B.SC.(ECON.), F.C.W.A., 
J.DIP.M.A., a Vice-President of the Insti- 
tute, and the speakers will be Mr D. H. 
Wood, of Binder, Hamlyn, Fry & Co, on 
'Industrial relations, retrospects, and 
prospects’; Mr J. Fleming, of BP Plastics, 
BP Chemicals International Ltd, on ‘Man- 
aging indust-ial relations’, and Mr D. 
Wilson, of ICI, om ‘Case studies showing 
how two companies are meeting the new 
demands'. : 

Group discussions will follow on the 
development of an industrial relations 
strategy, involving the differing needs of 
manual and ‘white collar’ employees. 

Applications, with £15 inclusive fee, 
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should be sent to the registrar, Mr K. 
Lucas, A.c.w.a., 78 Vigilant Way, Graves- 
end, Kent. Telephone 01-479 3322. 


TAX COURSE FOR 
OVERSEAS ADMINISTRATORS 


Delegates from 11 overseas countries 
assembled earlier this month for a British 


. Council Course on ‘Taxation’ which 


continues until December roth. The 
course has been arranged in collaboration 
with the Treasury, HM Customs and 
Excise, the Board of Inland Revenue, The 
Institute of Municipal Treasurers and 
Accountants and the Administration of 
Overseas Development of the Foreign 
and Commonwealth Office. Mr M. F. 
Stonefrost, F.I.M.T.A., D.P.A., Secretary 
of The Institute of Municipal Treasurers 
and Accountants, is one of the three 
directors of studies. 

During the first four weeks of the course 
members are following a programme of 
introductory lectures on the theory and 
principles of taxation, methods of finan- 
cial administration and control, and the 
processes of direct, indirect and local 
government taxation in Britain. During 
the second period of the course they will 
study according to their special interests 
and will be attached to the Inland 
Revenue Department, HM; Customs and 
Excise, and to local authorities. 

'Those attending are from Barbados, 
Ceylon, Dominica, India, Kenya, 
Malaysia, Nigeria, Pakistan, Philippines, 
St Lucia and Sierra Leone. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The second of the session’s monthly 
meetings for Bible reading and prayer to 
be held at г p.m. on Monday next, 
November rst, will discuss ‘A nobody – 
meet Mr Amos', as indicated by his 
prophecy, Chapter 1, verse 1. 

The.City meeting will be at the Church 
of St Peter-upon-Cornhill, London EC3 
(entrance in Cornhill; near Gracechurch 
Street), and will be led by Mr Douglas 
Combridge. Coffee and sandwiches will 
be available (charge 25p) during the 
meeting. : З 

The parallel meeting іп the West End 


has been arranged for the same time at 


607 


the Vicarage of Christ Church, 21 Down 
Street, London Wi (near Green Park 
Station), and will be led by Mr Brian 
Chilver. Coffee will be provided. 


JOINT MEETING IN SHEFFIELD 


Arrangements have been made between 
the Sheffield and District Society of 
Chartered Accountants and the Sheffield 
and District Branch of The Institute of 
Cost and Works Accountants for an 
evening meeting to be held at the Royal 
Victoria Hotel, Sheffield, on November 
2nd, when Professor E. A. Lowe, 
B.SC.(ECON.), Е.С.А., of Sheffield Uni- 
versity, will be speaking on ‘Accounting 
on a cash-flow basis’. 

The meeting will commence at 7.30 
p.m. and coffee and biscuits will be 
available later in the evening. Although 
admittance is free of charge, all those 
who wish to attend should notify Mr 
Graham L. Stuart-Harris, A.C.A., 22 
Norfolk Row, Sheffield Sr 2PA. 


PROVISION FOR RETIREMENT 


Provision for retirement is a subject 
which must at some time or other concern · 
every chartered accountant, either in his 
personal capacity or as an adviser to 
clients, but it is a matter which is all too 
often neglected. 

The London and District Society of 
Chartered Accountants are holding a 
one-day course on the subject to shed 
some light on recent legislation and 
government pronouncements. The 
speakers will be Messrs Keith Oates, 
John Oyler and Bob Pereira, who will 
not only deal with some of the basic ' 
elements of the subject, but will also 
refer to all relevant provisions in the 
Finance Acts of 1970 and 1971 and some 
of the more important provisions set out 
in the booklet Occupational Pension 
Schemes issued by the Board of Inland 
Revenue in October 1970, and the 
Government’s recently published White 
Paper, Strategy for Pensions. 

At the end of the day, members of the 
course will be able to put questions to a 
Brains Trust consisting of the speakers, 
supported by Mr Tony Horton who is an 
insurance consultant. | 

The course is being held at the Great 
Western Royal Hotel, Paddington, Lon- 
don W2, on Tuesday, November gth, 











FOR C.A. 
EXAM 
PASSES 





AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 205,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Insurance, Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS . 


. THE RAPID RESULTS COLLEGE 


Accredited by the Council for the Accreditation of Correspondence Colleges 
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from 9.30 a.m. to 5 p.m. Tickets at {12 
can be obtained from the Secretary of the 
Society, 56 Goswell Road, London ЕСт. 


INSTITUTE OF OFFICE 
MANAGEMENT 


Director Appointed 


The Institute of Office Management, 
founded in 1919, has developed in both 
membership (now over 7,000) and scope 
of activities to the point where it has 
now become necessary to strengthen the 
executive management by the appoint- 
ment of Mr Ronald Leslie Glaisher, 
B.SC.(ENG.), to the new post of Director 
of the Institute. Mr John Cousins, 
F.C.1.S., Will continue in office as Secretary. 

A member of the Institute of Export, 
the Institute of Marketing, and the 
holder of a Diploma in Business Manage- 
ment, Mr Glaisher has held appointments 
with the Philips Group, Solartron Elec- 
tronics and Farrington Corporation, and 
as managing director of Elliott Automa- 
tiori (Overseas) Ltd. 


LONDON ACCOUNTANTS’ 
" FOOTBALL LEAGUE 
Results of matches played by téams in the 


London Accountants’ Football league оп. 


October 24th were as follows: 


Сир, RounpD ONE MES | 
6 Cobra o 


B.S. Casuals 
(Baker Sutton) (Casson Beckman 
Rutley) - 
Heretics S. Gees 
(Hereward Scott) (Sproull Goddard) 
(after extra time) 
’ Goodman 4 Efjaybee . I 
(Goodman Jones) (Fuller Fenks 
32 Beecroft) 
Pridie Hanover 3 
(Pridie Brewster) (Derbyshire) 
Alpha Res o Jesters : 10 
(Arthur Andersen) ( Fosolyne, 
. Layton-Bennett) 
Stoics 11 Liquidators o 
` (Stoy Hayward) (Trent Raymond) 
Cup, Rounp Two 
Lennap 1 Alpha 
(Pannell Fitzpatrick) op thur Andersen) 
DIVISION ONE 
Finnie o Crest 2 
(Finnie Ross) (Deloittes) 
Division Two 
Crest Res з Tor Beta 
(Ретов) (Thornton Baker) 
HOCKEY 


Chartered Accountants 5; НАС 0 


The Chartered Accountants’ Hockey 
Club opened the winter season with a 
sparkling win over the HAC. Always 
confident in defence, with Kibble con- 
trolling the whole width of the pitch 
from centre-half, the CAs gave a fine 
isplay of passing in the forwards. 
Jones, who scored three, times, and 
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Russell-Smith were uncheckable on the 


right-wing, while Gallant anc Freer, each - 


of whom scored once, ran through the 
home side on the left. 

CAs: І. S. McLaughlin (Epsom); I. Е. 
Whiteman (O. Reigatians), R. J Davis 
(Southgate), P. Spencer (Kerley), B. J. R. 
Kibble (Cheam), C. Gallico (London 
House) P. H. Russell-Smith, C. A. 
Jones, M. D. Gallant, E. F. Freer 
(Cheam). 

Details of future matches are zvailable 
from Mr R. J. Davis, тејезћоп= Blean 


322. 
GOLF 


The annual golf meeting of the Leeds, 
Bradford and District Society cf Char- 
tered Accountants was held recently at 
Ganton Golf Club in sunny bu: breezy 
weather. Both the Blacsburm Cup, 
played off handicap, and the Holliday 
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Cup for the best gross score, were again 
won by Mr C. D. Wilcher, of Ilkley. 
The leading scores were as follows: 


А Панић euo Points 
C. D. Wilcher (3) . 36 
J. C. Boyce (16) 35 
J. D. Alton (9) РЯ m NEC 
R. A. Elliott (6) га 55 1. 34 
R. T. Smith (20) RS EM .. 34 
D. А. В. Perry (22) v4 333 
Holliday Cup 
C. D. Wilcher 77 
R. А. Elliott 82 
J. D. Alton 84 


The players were leaned to пате 
the President of the Society, Mr Tom 
Waring, who presented the cups to the 
winners. 

Mr Waring then presented Mr T. H. 
Burdon, who was retiring as Golf 
Organizer, with a silver tankard, as a 
memento of the many years in which he 
had ably organized the golf meetings. 


DISCUSSION GROUP MEETINGS 


Barbican Tax Grour 


The next meeting of the Barbizan Tax 
Group of the London and District 
Society of Chartered Accountents will 
take place on Thursday, November 4th, 
from 6 p.m., in Committee Rcom 1 at 
Chartered Accountants’ Hall, when the 
subject will be "Ihe transfer >f assets 
abroad', introduced by Mr B. W. Brown, 
A.C.A. Beer and sandwiches will be 
available. 


South-West London 


‘Accounting for inflation’ will be the 


subject for.discussion led Ку Mr Alan J. 
Bryant, Е.С.А., at the nest meeting of 
the South-West London District Group 
of Chartered Accountants to be held on 
Monday next, November rst, at 7.30 
p-m., at the offices of Middletor Menzies 
& Hawkins, Second Foor, Quebec 
House, Richmond Road, Kingston upon 
Thames (opposite Kingston station). 
Tea, coffee and sandwrzches will be 
available from 7 p.m. 


South-West Essex 


'The Industrial Relations Act 1971, and 
the Code of Industrial Relations Practice, 
will be the topic of discussion at the next 
meeting of the South-West Essex Group 
of Chartered Accountants to be held at 
Nan's Pantry, 772 Eastern Avenue, 
Newbury Park, Ilford, on November ard. 
Supper will start at 6.45 p.m. sharp, but 
members not requiring supper should 
arrive by 7.30 p.m. 

Mr В. J. Harrison, mar_power adviser, 
Manpower and Ргодислуну Service, 
Department of Employment, will present 
a résumé of the Act and the Code, lead a 
discussion on the inzplicacions for 


management, trade unions, and employees 
generally, and answer questions on their 
significance. 

Full details of all group meetings may 
be obtained from Mr D Heady, 
F.C.A., Sweg Chartac, 187A South Street, 
Romford RMa 1QD. 


Modern Auditing . 


Next Tuesday’s meeting of the Chartered 
Accountants’ Modern Auditing Discus- 
sion Group will be devoted to ED; 
‘Extraordinary items and prior year 
adjustments’ (The Accountant, August 
26th) introduced by Mr J. D. Cucksey, 
F.C.A. If time permits, it is hoped also 
to have some exchange of views on the 
English Institute's discussion paper 'In- 
flation and accounts’ (The Accountant, 
September 2nd). 

Proceedings will commence at 6 p.m. 
in the penthouse (xgth floor) of St 
Alphage House, 2 Fore Street, London 
EC2. Intending participants are re- 
quested to notify Miss M. Mannington, 
F.c.A., Sydenham, Snowden, Nicholson 
& Co, 27 Martin Lane, London EC4 


(01-623 3401). 


Charities Group 


The Charities Group of the Chartered 
Institute of Secretaries and Administra- 
tors has invited members of the London 
and District Society of Chartered" Ac- 
countants concerned with the administra- 
tion of charitable funds to attend a talk 
by Mr B. J. O'Keeffe, Chief Inspector 
(Claims) Charity Division, Inland 

Revenue, to be held on Tuesday, Novem} 
ber 2nd, at 6 p.m., at The Peacock Коопў, 
National Council of Social Service, 
Bedford Square, London МСт.... ud 
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Supplement 


The Accourrant Synopsis of the 
Finance Ac- 1971 


Heads and Tails 


THE spectacle of the Inland Revenue simultaneously arguing for a 
high value of shares for estate duty purposes, and for a low value of 
shares as at April 6th, 1965, in order to maximize a charge to capital gains 
tax, is a somewhat piquant one. Doubtless it was no accident when the 
House of Lords decided to hear the executors' estate duty appeal in Re 
Lynall immediately before the hearing of the taxpayer's appeal in Crabtree 
v. Hinchcliffe. 

To be sure the two cases turned on different statutory "m and 
subtle arguments of the Inland Revenue reinforced the claim that the 
values should be up in one case and down in the other. Nevertheless, it 
came as no surprise in the judgments of the Lords given last week that the 
Inland Revenue succeeded in only one of the two cases. 

The Lynall case is of greater importance because it establishes an 
important point of principle in connection with the valuation, for tax 
purposes, of very large numbers of shareholdings in the wide. range of 
companies whose shares are not quoted. The Crabtree case affects only 
the valuation of quoted shares where there are special circumstances 
preventing the quoted price from being a proper measure of market 
value. The ‘Crabtree case, moreover, degenerated into something of a 
wrangle as to ‘precisely what the Special Commissioners were really 
saying in their ‘stated case. In view of the strictures of the House of Lords 
it is perhaps unlikely that the Special Commissioners will again state 
a case in that way. 

Even in the Lynall case a good deal of the universality of it was. removed 
because of an agreement between the Revenue and the executors as to the 
two alternative valuations on two alternative assumptions. One assumption 
was that certain documents confidential to the board of the company as 
to a possible public flotation required to be taken-into account, and on that 
assumption it was agreed that the shares were worth £4 105 at the. date of 
death. 

Assuming, however, that those documents were ignored, it was nom 
following the decision of Plowman, J, in the High Court, that the value 
was only £3 1os. Effectively, therefore, it was left to the House of Lords 
merely to choose one of the two figures. In the event the House disagreed 
with the Court of Appeal, and restored the decision of Plowman, J, 
valuing the shares at £3 Ios each. 

Mr Alan Lynall, a director of the company, who gave evidence on behalf 
of the board in the High Court, deposed that if any intending purchaser of 
shares at the date of Mrs Lynall's death had approached the board for 
confidential information, including the documents in question, that 
information would have been refused. Having accepted that: evidence, 
Plowman, J, fixed the value at £3 102. 

The Court of Appeal, on the other hand, held that it must be assumed, 
contrary to Mr Lynall's accepted evidence, that the confidential documents . 
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would have been disclosed. The Appeal judges came to this 
remarkable conclusion because in the words of Harman, 
LJ, ‘it is the invariable practice among boards of directors 
to answer reasonable questions, in confidence, to the ad- 
visers of the purchaser’. In this they relied on the recorded 
evidence of the Inland Revenue witnesses. But just how 
they contrived to reach this conclusion of ‘invariable’ 
practice, in the teeth of the evidence that the particular 
board would not have followed the ‘invariable’ practice, 
was not explained. l 


However, the Court of Appeal view seems to have been 
rejected by the House of Lords on a different ground; 
namely, that even given the circumstances postulated by 
Revenue experts of confidential information being made 
available, nevertheless a sale in those circumstances was 
not a sale in the open market — it was a sale by private 
treaty. 

It may be that the House was influenced by considera- 
tions ventilated in the Courts below, for the point was 
made on behalf of the executors that even accepting the 
Inland Revenue evidence that reasonable inquiries would 
be answered, :it still remained to be decided in each par- 
ticular case what those reasonable inquiries would be. 
Just how much of the confidential information in the 
possession of the board would in fact be made available? 

The so-called ‘published information’ test is a much 
more certain one, though Plowman, J, felt constrained 
by the decision in Re Holt (32 ATC 402) to add to pub- 
lished information, such information as, on the evidence, 
would in fact have been made available by the board of 


the company in question. In the present case this made little 


difference, for the board was uncommunicative. 


The facts were that Mrs Гупа] died on May arst, 
1962. By July 1963 — little more than a year later ~ there 
was a public issue of 272 рег cent of the company's shares 
at a price of no less than £7 16s a share, the issue being 
more than 22 times oversubscribed. The executors valued 
the deceased's shares at between {2 and £2 15s, while 
the Inland Revenue at first argued for £4 and then, having 
obtained confidential information from the executors in 
their capacity as directors of the company, advanced their 
claim to: £5 ros. As already stated, the final value was 
fixed at £3 xos. This illustrates the important fact that 
'market value' is by no means the same in concept as 
‘intrinsic value’. 

This axiom was also well to the fore in Crabtree v. 
Hinchcliffe. Mr Crabtree sold his shares for 555 as part of 
a takeover in August 1965, the Stock Exchange quotation 
on April 6th, 1965, being 42s 6d. This threw up a charge- 
able gain of 12s 6d per share, but Mr Crabtree claimed that 
the 42s 6d was not a proper measure of market value and 
was in consequence of special circumstances within the 
meaning of section 44 (3) of the Finance Act.1965. Thus 
the taxpayer in this case was arguing for a higher value, 
and the Revenue for a lower one. 

The Special Commissioners accepted the taxpayer’s 
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argument and fixed the market value at April 6th, 1965, 
at 515 3d, thus considerably reducing the chargeable gain. 
Pennycuick, J, upheld their decision, but the Court of 
Appeal reversed it, restoring the 42s 6d. Now the House of 
Lords has endorsed the decision of the Appeal judges. 

Negotiations for the take-over of the company began some 


months before April 6th, 1965, and by January 1965 the 


price contemplated was near to the 55s eventually paid. 
Matters were in abeyance on April 6th, 1965, but the take- 
over was effected, more or less as planned, in August of 
that year. The negotiations were kept secret, however, 
and were not reflected in. the Stock Exchange price on 
April 6th, 1965. 

Two questions arose. Was the Stock Exchange price on 
April 6th, 1965, a ‘proper measure of market value’? 
If not, was this in consequence of ‘special circumstances’? 
Mr Gillum, a director of the merchant bankers who acted 
for the company in the August 1965 take-over, deposed 
that in his view it would have been appropriate for the board 
to have advised the shareholders of the negotiations by 
April 6th, 1965. That would have sent up the Stock Ex- 
change price. . 

In their decision, the Special Commissioners said that 
serious negotiations had on that date been carried to a 
stage ‘at which in Mr Gillum's view, it would have been 
appropriate for the directors of R. W. Crabtree & Sons Ltd 
to have made a public announcement’, and they drew the 
inference that there were special circumstances. 

The Court of Appeal and now the House of Lords have 
held that there was no evidence to substantiate the finding 
of the Special Commissioners. During the opening of the 
taxpayer’s case in the House of Lords, his counsel suggested 
that the case be sent back so that the Special Commissioners 


might make themselves more clear, but this was rejected. 


By consent, the Revised Notes on Company Amalgamations 
and Mergers dated October 1963, as to the practice of the 
City, were read to the House. These notes emphasized the 
importance of maintaining secrecy during negotiations of 
this kind, and they indicated that Mr Gillum’s view as to 
the proper time for disclosure was not the general view. 


Since it was not established that the negotiations ought 
to have been disclosed, the non-disclosure was not of itself 
a ‘special circumstance’. Nor, equally, was the mere fact 
that the Stock Exchange was — in the Special Commis- 
sioners’ phrase — ‘working in blinkers’, a ‘special’ circum- 
stance; it was a normal incident. Many things were known to 
directors which, if communicated to the Stock Exchange, 
would cause a change in quoted prices. 

Here again, as in the Lynall case, the decision will make 
the task of the Inland Revenue much easier. 

The House also, in Lynall, upheld the principle known 
as the ‘Crossman principle’ in the valuation of unquoted 
shares. Shares subject to restrictions on transfer are 
nevertheless to be deemed, for valuation purposes, to be 
free of such restrictions in the hands of the vendor, о 
not in the hands of the purchaser. 
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ACCOUNTANT 


New Definitive Standard 


HE Association of Certified Ac- 

countarits and The Institute of Cost 
and Works Accountants will in future 
be directly associated with the three 
Chartered Institutes in the develop- 
ment and maintenance of accounting 
standards. Hitherto, as noted in The 
Accountant for March 25th, they have 
been involved in а consultative 
capacity only. 

Meanwhile, the three Institutes have 
released the text of the second de- 
finitive standard of practice. Based on 
ED 2, Disciosure of Accounting Policies 
(The Accountant, January 21st and 
28th).the new statement is intended 
to promote improvement in the quality 
of information given in company 
accounts, by establishing as standard 
practice the disclosure in financial 
accounts of clear explanations of the 
accounting »olicies followed. 

Though regarded by the ASSC as a 
cornerstone of accounting develop- 
ment, Disclosure of Accounting Policies 
in fact provoked comparatively little 
controversy; and the definitive text 
follows the exposure draft closely. 
Amongst detail emendations, the list 
of 'examples of miatters for which 
different accounting bases are recog- 
nized' has been extended to include 
leasing and rental transactions, foreign 
currency conversions, repairs and re- 
newals, consolidation policies, pro- 
perty. development transactions and 
product war-anties. This list, even as 
extended, is not to be regarded as 
exhaustive, and may vary according 
to the nature of operations conducted. 
It is also emphasized that the state- 
ment, despite its reliance on the 
‘fundamental concepts’ of a going 
concern, accruals, consistency and 
prudence, does not purport to devélop 
a basic theory of accounting. 

The new standard will become 
generally effective at the start of 1973, 
but it is expected that many companies 
will respond to the Institutes’ sug- 
gestion that it should be adopted 
earlier. It is expected to be widely 
welcomed by investors and users ‘of 
financial information. 


The full text of the definitive 


standard is reproduced elsewhere in 
this issue. As in the case of ED 1, 
Accounting for the Results of Associated 
Companies, comments received during 
the exposure period will be available 
for study in the library of the English 
Institute in due course, save only in 
those few cases where the ASSC has 
been asked to observe confidence. 
There is good reason to expect the 
appearance of a further definitive 
standard, based on ED 4, Earnings per 
Share (The Accountant, March 25th), 
before the end of the year; on the other 
hand, it has been common knowledge 
for some time that ED 3, Accounting 
for Acquisitions and Mergers, proved 
more contentious and was unlikely to 
be finalized in the immediate future 
(The Accountant, February 4th, April 


‘ist and April 8th). A considerable 


volume of comment has been received 
and — whilst it would be premature to 
suggest abandonment of the original 
concept of ED 3 – it remains to be 
seen to what extent these several views 
can be reconciled. 

In view of the dependence of the 
accounting standards programme on 
the voluntary support of other organi- 
zations, the ASSC is anxious to give 
full weight to the various representa- 
tions which it receives: There may be 
the possibility of a revised ED 3, to 
give an opportunity for further 
comment. 


Memorable Merger 


WO well-known names in the City 
of London will be combined next 
January by the merger of the practices 
of Messrs Turquand Youngs & Co and 
Messrs Barton, Mayhew & Co. À 
formal notification appears under ‘Pro- 
fessional Notices’ on another page. 
The history of Turquand Youngs & 
Co goes back more than 130 years, 
the firm having been founded by John 
and Alexander Young in 1840. In 
1857 the Youngs were joined in 
partnership by William Turquand, 
whose effigy in bronze now adorns the 
staircase of Chartered Accountants’ 
Hall. He was one of the petitioners for 
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the original Royal Charter of The: 
Institute of Chartered Accountants 
in England and Wales, and its first 
President from 1880 to 1882. 
Barton, Mayhew & Co was estab- 
lished in Great St Helens on January 
rst, 1908, by Harold Barton and 
Basil Mayhew, who had met one 
another as members of the staff of 
Price Waterhouse & Co. Harold — or, 
as he later became, Sir Harold — 
Barton was Vice-President of the 
Institute in 1942-44 and President 
in 1944—45. His nephew, Basil David 


Barton, M.A., F.C.A., is a member of i 


the present partnership. 

The two firms, which already have 
a working relationship in certain over- 
seas offices, will practise as Turquands 
Barton Mayhew & Co from Lynton 
House, 'Tavistock Square, London 
WC2. The principal office of both 
firms has hitherto been in the City 
of London; unfortunately, Dashwood 
House, which at present houses a 
large number of Barton Mayhew's 
staff, is now scheduled for demolition. 


Policy for Education 


quis of the English Institute's 
discussion paper A Policy for 
Education and Training (The Account- 
ant, August 12th) were distributed 
in September to 300 member firms 
of the London and District Society of 
Chartered Accountants. In a covering 
letter, the chairman of the Society’s 
Education Committee, Mr K. A. 
Sherwood, F.c.A., invited comments on 
the proposals both generally and on a 
number of specific points. 

Replies were received from 38 
firms (12°7 per cent of the sample), 
principally in the medium-sized to 
large category. This distribution has 
inevitably affected the conclusions 
to be drawn from some of the replies ; 
thus, for instance, only three firms 
suggested any change in the present 
requirements for ‘mature entrants’, 
which have already attracted adverse 
criticism in both The Accountant and 
Accountancy. It may be conjectured 
that the larger London firms have no 
difficulty in attracting a sufficient . 
quota of graduate and ‘A’ level en- 
trants, and that in consequence the 
‘mature entrants’ provision is com- 
paratively little used. 

Within the limitations posed by the 
size of the sample and the response 
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rate, the response to the Institute’s 
proposals appears to have been gen- 
erally favourable, excepting that for 
three months’ full-time oral tuition 
before each of the Institute's ex- 
aminations, which attracted a good 
deal of adverse. criticism. The results 
of the London questionnaire are fea- 
tured under ‘Student Roundabout’ on 
other pages of this issue. 


Institute of Taxation 
Luncheon 


R REGINALD MAUDLING, 

the Home Secretary, took time 
off from his pre-occupation with the 
Northern Ireland situation and the 
‘great debate’ on the Common Market 
last Thursday to attend the annual 
President’s Luncheon of The Institute 
- of Taxation. With Mr Maudling were 
Mr Patrick Jenkin, Financial Secretary 
to the Treasury, and Mr Maurice 
Macmillan, the Chief Secretary. 

The President of the Institute, Mr 
D. J. Pyne-Gilbert, F.c.a., and mem- 
bers of the Council were hosts to some 
60 distinguished guests from the 
public, service, industry and the pro- 
fessions, including Sir Leonard 
Barford, Chief Inspector of Taxes; 
Sir Henry Benson; Mr K. G. Bishop, 

.Chairman, London and District 
Society of Chartered Accountants; 
Dr J.-C. Cailliau, Chairman, UEC 
Taxation. Commission; Mr W. C. 
Harris, President, Chartered Insurance 
Institute; Mr A. W. Howitt, Senior 
Vice-President, Institute of Cost and 
Works Accountants; Mr W. M. 
McKenzie, President, Chartered In- 
stitute of Secretaries; and Lord Ritchie 
of Dundee. 


Auditing the Town Hall 
URTHER criticism of the status 
of the district auditor, and of his 

powers of surcharge, has been voiced 

recently by the Association of 


Municipal Corporations. In the view ' 


of the AMC, the district auditor as an 
agent of the central government is not 
seen to be truly independent. Further, 
if a local authority considers a certain 
- course of action to be in the interests of 
the people in its area, the AMC 
questions the right of the district 
auditor to challenge that decision; 
if Parliament has intended to invest 
lócal authorities with areas of dis- 
cretion, it should not be thought that 
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judges are necessarily better qualified 
to determine those areas of discretion. 

The AMC, which represents 384 
major cities and towns m England 
and Wales, calls for freedom of choice 
for all local authorities to select 
either professional or district audit, 
and recommends that the powers of 
district and. professionel auditors 
should be synonymous where prac- 
ticable. The need for an independent 
or professional audit was to satisfy 
the electors that the councl had 
accounted for its funds in z satis- 
factory manner; the council :n turn 
must be assured that the stewardship 
of its staff has been satisfactory. 


November 4th, 1971 


The views of the AMC show a 
measure of broad agreement with those 
expressed last year by the Council of 
The Institute of Chartered Account- 
ants in England and Wales (The 
Accountant, December 17th, 1970). In 
the course of its own memorandum to 
the (then) Minister for Local Govern- 
ment and Development, the Institute 
called for a closer definition of the 
powers and responsibilities of pro- 
fessional auditors of local authorities, 
and an end both to the automatic 
appointment of district auditors in 
certain cases and to the archaic 
‘elective audit’ provisions of the 
Municipal Corporations Act 1835. 


Views Sought on Pension Plan 


p eLO WINS the publication in 
September of the Goverament’s 
White Paper Strategy ;or Pensions 
(The Accountant, September 16th), the 
Department of Health and Social 
Security has now issued a memoran- 
dum on the implications fcr enrployers' 
pension schemes of these proposals. 
The memorandum is intended to 
elicit the views of interested bodies on 
the detailed implementetion of the 
proposals which fall into tvo main 
categories. First are tke proposals 
which relate to the Government’s 
reserve scheme of earaings-related 
benefits and the recogntion of em- 
ployers’ pension schemes by which 
exemption from liability іо ccntribute 
to the reserve scheme wil be secured. 
The second are those for imposing on 
employers with pensior schemes — 
regardless of whether or not they seek 
recognition — the obligation to preserve 
pensions for members of those schemes 
who change their employment. 
Conferences and meetings about the 
White Paper have now been held by a 
number of bodies whch may be 
expected to respond to the Depart- 
ment's invitation to submit their 
views. Criticism of the proposals has 
so far been slight. Some of what there 
has been is of a gereral political 
character directed at long-established 
features of the social security scheme 
which the Governmen- proposes to 
retain, and many of which would have 
been retained by the last adminis- 
tration under Mr Crossman’s scheme. 
Little constructive critcism: has yet 
been directed to the cistinctive fea- 


tures of the Government's proposals. 

It appears unlikely that the Govern- 
ment will introduce legislation to 
implement these proposals during the 
coming session of Parliament. It is, 
however, planned to bring the pro- 
posed changes into effect on April 6th, 
1975. Thus there will be less than two 
years after legislation is enacted for 
the Government and its agencies, 
including the proposed Occupational 
Pension Board, and for employers to 
cope with the necessary preparations. 
Much work will therefore have to be 
done on the drafting, not only of the 
Bill but also of the regulations to be 
made under this measure, during the 
next eighteen months. 

It is understandable that the De- 
partment wishes to have the views of 
interested parties at an early date. 
Nevertheless, in setting a deadline at 
end of January 1972 for the submission 
of views it is leaving little enough time 
for consideration of the issues in- 
volved by such bodies as employers’ 
organizations and trade unions, which 
have their hands full with other 
legislative changes in such fields as 
industrial relations and taxation. 

Bodies which have been most vocal 
so far have perhaps not surprisingly 
been those with a commercial or 
professional interest in the operation 
of pension schemes. Their views, 
while valuable, must necessarily take 
second place to those of the repre- 
sentatives of employers and employees 
who pay the contributions and are most 
directly affected by the adequacy of 
the benefits provided. 
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Country Landowners 
Support Europe 


RITAIN will be better off inside 
the Common Market, according 
to Mr George Howard, outgoing 
President of the Country Landowners’ 
Associaticn. Earlier this year, the 
CLA Council recorded its approval 
of this ролсу by a vote of 113 to 3: 
Speakirg at the Association's annual 
meeting hst week, Mr Howard said 
it would be impossible for the common 
agricultural policy to operate properly 
while the currencies of member States 
fluctuated against one another. Com- 
munity economic planning in general, 
and the common agricultural policy 
in particular, really demanded a com- 
mon unit of currency. 
‘Mr Howard was also critical of the 
extent to which British agriculture 
was bedevilled by taxation, especially 


taxation a; capital. At death, he said,. 


the estate duty vultures descended; 
and even + the. business was handed 
over to a зоп to avoid the disruptive 
levy of estate duty, the State then 
exacted its pound of flesh in the form 
of capital gains tax.. 


Accountants in EEC 


JITH ап unexpectedly large 
majority of 112, the Government 

has taken t3e first major step in bring- 
ing the UK into the European 
Economic Zommiunity. Just how the 
considerable volume of enabling legis- 
lation will be enacted, now that con- 
sciénces on both sides of the House of 


Commons сап be overridden, remains - 


to be seen. 

It might be to the advantage of the 
nation if politicians were now to 
concentrate on helping the country to 
adjust to the changes which full 
membership of the community will 
bring. In ths context it will be interest- 
ing to see what steps the accountancy 
profession will take to adapt itself to 
the new situation. In the more im- 
mediate future few changes are likely, 
and if there is any validity in the pro- 
marketeers' contention that member- 
ship of the EEC will improve the 
UK гаје о: economic growth, then 
clearly the accountancy profession 
must also benefit, since its fortunes are 
so closely licked with those of industry 
and commerce. . 

In the Icnger run, the process of 
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-harmonizing the. legal and fiscal struc- 


tures of Britain and the EEC will 
bring about changes in the framework 
within which the economy functions, 
and the profession will probably have 
quite a lot of changes to contend with. 
The introduction of the value added 
tax is only the beginning of the process 
of harmonization. The future dis- 
cussion of the Green Paper on 
corporation tax (Cmnd 4630, The 
Accountant, April 8th) has now been 
given a particular stimulus. The 
Community has not so far done much 
to harmonize its direct taxes, but 
clearly, if economic integration means 
anything at all, it means a common tax 
system. 

Such changes may take time; on 
the other hand, it may be that the pace 
of integration may be accelerated by 
Britain’s entry. The profession will 
obviously make every effort to ensure 
that British interests are effectively 
represented at Brussels, when such 
issues are being discussed; against this 
background the pressures for a con- 
solidated profession will again build 
up. | 

In the meantime, the professional 
bodies will doubtless seek to strengthen 
the contacts already established with 


· their opposite numbers іп UEC. They 


will have much to talk about. 
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With All Reasonable | 
Speed 


RACTITIONERS involved in 
appeal proceedings before the 
General or Special Commissioners of 
Income 'T'ax are fully alert to one step 
essential in their clients! interests — 
the declaration of dissatisfaction with 
an adverse determination required by 
section 56 of the Taxes Management 
Act to be made immediately thereafter. 
'The step is simple enough when the 
determination is given orally following 
the hearing (or an adjourned hearing) 


' but it is common practice for the Com- 


missioners -to reserve judgment and 
to communicate their decision to the 
parties in writing. In these circum- 
stances the sense of the phrase ‘im- 


.mediately declares! must ђе. adapted 


.to suit a situation which involves the 
use of the post. 

When the proceedings. іп R. v. 
Inspector of Taxes, ex parte Clarke came 
before the Queen's Bench Division, 
the Lord Chief Justice found it. 
significant that there is no obligation 
for the person expressing dissatisfac- 
tion to notify his opponent and also 
that the timing of that expression 
does not influence the duration of the 
period within which the party dis- 
satisfied may demand a case stated — 


a, 





New Zealand Society' 5 President 


Ts President of the New Zealand 
Society of Accountants for 1971—72 
is Mr M. D. Gillick, B.COM., Е.С.А. 


(N.z.) senior partner in the firm of . 


Gillick, Hercus & Co, Chartered 
Accountants, of Invercargill. 

Mr Gillick, who was admitted to 
partnership in his present firm in 
1949, has also for the past 24 years 
been a lecturer in accountancy subjects 
at the Southland College. Elected to 
the Council of the Society in 1961, he 
has‘ served on its Investigation Com- 
mittee, its Education Committee and 
Board of Research and Publications. He 
was treasurer of the Society in 1969– 
7o and Vice-President in 1970-71. 

Mr L. №. Ross, F.C.A.(N.2.), founder 
of the firm of Ross, Melville, Bridgeman 
& Co, has been elected vice-president. 
A past chairman of the Auckland 
branch of the New Zealand Society of 
Accountants, he has served on a 
number of the Society’s committees 





Mr M. D. Gillick 


and was chairman of its Investigation 
Committee from 1969-71. 

Mr Ross retired from his former 
firm in 1965, and now practises as a 
consultant. He is also a co-opted 
trustee of the New Zealand Institute 
of Economic Research, апі а director 
of several public companies. 
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30 days from the determination. In 
consequence, the three judges dis- 
missed the taxpayer's application to 
prohibit Commissioners from stating 
a case where the Revenue had delayed 
13 days in communicating their dis- 
satisfaction following a written deter- 
mination. 

In the Court of Appeal last week, 
the decision of the Divisional Court 
was upheld. Authority was quoted to 
the effect that ‘immediately’ might be 
fairly construed as meaning with all 
reasonable speed. This was contrary 
to the opinion of the lower Court which 
had regarded the 13 days’ delay as 
excessive but irrelevant. The distinc- 
tion turned upon the question as to 
whether the statutory provision in 
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question was mandatory or merely 
directory. Further dicta were adduced 
to show that there are many provisions 
in Acts of Parliament which, although 
not strictly obeyed, yet do not appear 
to the Courts to be of that material 
importance to the subject matter to 
which they refer. In such instances, 
therefore, non-observance is nct per- 
mitted to cause total failure >f the 
proceedings. 


Watchdogs' Forum 


OTHING can be certain, it is 
said, save death and taxes, end the 
safeguarding of public funds is a 
common problem for governments the 
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world over. 'The International Organi- 
zation of Supreme Audit Institutions 
has now launched its own quarterly 
International Fournal of Government 
Auditing, whose first number appeared 
simultaneously with the organiza- 
tion's Seventh International Congress 
in Montreal recently (The Account- 
ant, September 23rd). Jointly spon- 
sored by the Auditor-General of 
Canada, the Comptroller-General of 
the United States and the Controller- 
General of Venezuela, and under the 
guidance of a governing board repre- 
senting the American continent, 
Europe, Africa, the Middle and Far 
East, our new contemporary has 
as one of its consulting editors Mr 
Renny Englebert, formerly editor of 





THIS IS MY LIFE 


A Lamb to the 
Slaughter 


by An Industrious Accountant 


UR local accountants' society held a taxation 'brains 

trust' with a three-man panel standing up gamely to 
barbed questions evocative of more heat than light. 
‘Subsequently adjourning for beer, I met Tommy, one of 
. the harassed experts, elderly and cynical. 

He'd once been secretary/accountant to a subsidiary of 
an international company, he reminisced, but a career in 
industry hadn't appealed to him. 'T'oo much pressure, too 
much slave mentality. He'd cut and run finally, before they 
broke his spirit. — 

I refilled his tankard and murmured encouragingly, so he 
continued with a slow build-up of anger. 

The job had seemed attractive at first, a brand new 
factory some miles outside town, with a big glass-walled 
room looking out on his group of clerks. The pay was 
excellent, a real ‘case of the fur-lined rat-trap, and the 
general manager was friendly though dominating. The 
part-time local directors were unassuming, and a brisk 
head office representative kept his finger on the pulse. 

He'd buckled down to the job eagerly, Tommy reflected. 
As secretary he dealt with assorted oddments from minutes 
and insurance to share transfers and land purchases; as 
aecountant he handled piece-work wages, process costs, and 
the usual accounts and reports. Just as well he had bright 


subordinates to delegate responsibilities to, or, he'd have 
been swamped. 

Came the day when he had enough spare time to study 
the profit set-up. Sales and stocks appeared straightforward. 
Raw materials, invoiced direct from head office, were highly 
specializec items, identified by code numbers, and vouched 
for prices by the manager, who alone knew the basis. 

He'd spoken to that gentleman, 'T'ommy recalled, but the 
result came as a shock. The annoyed GM declared that | 
material опсез were HO's sole responsibility and he 
wanted no interference — following which he ignored or 
by-passed Tommy whenever possible. 

Nothing daunted but secretly seething, the accountant 
bided his -ime. He'd previously established liaison with the 
HO accountant by phone calls over routine adjustments, so 
he asked him to dinner one Saturday and talked shop. 'T'he 
unsuspecting HO man chatted away, ultimately explaining 
the price structure and indicating the trade journal where 
variations were recorded. 

It didn't take Tommy long to discover that the factory 
was being systematically over-charged; hence its low profit 
level, cu-rently attributed to the inexperienced staff's 
inadequate productivity. The local directors, men of other 
interests, seemed oblivious. Yet the poor profit was res- 
ponsible zor the manager's clamp-down on salaries, office 
re-decorazion, and other benefits including better pensions. 

Tommy muttered ‘tread warily’, but not being a natural 
dissembler he rashly queried the prices at a subsequent 
board meeting. The hornet’s nest erupted in accusations of 
underhard tactics, breach of confidence and culpable 
inaccuracy, and he was amazed to find himself the target. 
The HO man suggested resignation, the manager demanded 
dismissal The hidden surcharges, they claimed virtuously, 
represented storage, special commissions, and premiums for 
quality. 

The Iccal directors remembered which side their bread 
was buttered, and were vaguely hostile to his boat-rocking. 
So he returned disillusioned to practice; and found tax 
much more straightforward than human nature. 


November 4h, 1971 


The Cancdian Chartered Accountant. 

Among:t the topics discussed in the 
initial issue are defence industry 
profits in the USA, public financing 
from non-replenishing mineral re- 
sources, water pollution, and the legal 
implications of the control of public 
funds. Subjects for inclusion in the 
future inc'ude the audit of the Cana- 
dian Post ‘Office, auditing of decentral- 
ized pubic services in Chile and 
control of the Swedish public adminis- 
tration. 

Inciden:ally, INTOSAI’s Montreal 
Congress has been given something 
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of a topical twist by the continuing 
friction between the Canadian Govern- 
ment and the country’s Auditor-Gener- 
al, Mr Maxwell Henderson, Е.С.А. 
(сам.). Irked by the nature of some 
of Mr Henderson’s criticisms, the 
Government last year unsuccessfully 
introduced a Bill to curtail his reporting 
powers, and has down-graded the 
public service ratings of some of his 
senior accountants — resulting in a loss 
of salary to the individuals concerned. 
Mr Henderson, on the other hand, 
maintains that he is doing the job in the 
way that it was conceived and that his 
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unceasing struggle to keep the Govern- 
ment's spending within the bounds of 
ordinary reason is waged on behalf.of 
the taxpayers of Canada. > 

Recent editorial comment in the 
Canadian press has been sympathetic 
to Mr Henderson, and points out that 
there may not always be a man of such 
independence of mind filling this 
particular post. Should the Govern- 
ment succeed in reducing the role of 
the Auditor-General, the country will 
have lost an irreplaceable check on the 
actions of those whom it is obliged to 
trust. 


Disclosure of Accounting Policies 


є 


Statement of Standard Accounting Practice 


It is fundamental to the understanding and interpretation of financial accounts that those 
who use them should be aware of the main assumptions on which they are based. The 
purpose of the statement which follows is to assist such understanding by promoting 
improvement in the quality of information disclosed. It seeks to achieve this by establishing 
as standard accounting practice the disclosure in financial accounts of clear explanations 
of the accounting policies followed in so far as these are significant for the purpose of 
giving a true and fair view. The statement does not seek to establish accounting 
standards for individual items; these will be dealt with in separate Statements of 


PART 1 - EXPLANATORY NOTE 


Fundamental accounting concepts, 
accountirg bases and accounting policies 


1. In acccunting usage terms such as ‘accounting principles’, 
‘practices’, ‘rules’, ‘conventions’, ‘methods’ or ‘procedures’ 
have often keen treated as interchangeable.* For the purposes of 
this statement it is convenient to distinguish between funda- 
mental acccunting concepts, accounting bases and accounting 
policies. 


- 2. Fundamental accounting concepts are here defined as broad 
basic assum tions which underlie the periodic financial accounts 
of business enterprises. It is expedient to single out for special 
mention four in particular: (а) the ‘going concern’ concept 
(Б) the ‘accruals’ concept; (с) the ‘consistency’ concept and; 
(d) the ‘prudence’ concept?. The use of these concepts is not 
necessarily self-evident from an examination of accounts, but 


1 In this series ‘accounting practices’ has been adopted as a generic 
term to enccmpass all aspects of financial accounting methods and 
presentation. 


2 It is emphas.zed that it is not the purpose of this statement to develop 
a basic theory of accounting. An exhaustive theoretical approach would 
take an entirely different form and would include, for instance, many 
тоге proposi-ions than the four fundamental concepts referred to here. 
It is, however, expedient to recognize them as working assumptions 
having general acceptance at the present time. 


` Standard Accounting Practice issued from time to time 


they have such general acceptance that they call for no explana- 
tion in published accounts and their observance is presumed 
unless stated otherwise. They are practical rules rather than 
theoretical ideals and are capable of variation and evolution 
as accounting thought and practice develop, but their present 
generally accepted meanings are restated in paragraph 14 
below. 

3. Accounting bases are the methods which have been de- 
veloped for expressing or applying fundamental accounting 
concepts to financial transactions and items. By their nature 
accounting bases are more diverse and numerous than funda- 
mental concepts, since they have evolved in response to the 
variety and complexity of types of business and business trans- 
actions, and for this reason there may justifiably exist more than 
one recognized accounting basis for dealing with particular 
items. 

4. Accounting policies are the specific accounting bases judged 
by business enterprises to be most appropriate to their circum- 


‘stances and adopted by them for the purpose of preparing their 


financial accounts. 
Particular problems in application 
of the fundamental concepts 


5. The main difficulty in applying the fundamental accounting 
concepts arises from the fact that many business transactions 
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have financial effects spreading over a number of years. есі: 
sions have to be made on the extent to which expenditure in- 
curred in one year can reasonably be expected to produce 
benefits in the form of revenue in other years and .should 
therefore be carried forward, in whole or in part; that is, should 
be dealt with in the closing balance sheet, as distinct from being 
dealt with as an expense of the current year in the profit and 
loss account because the benefit has been exhausted in that year. 


6. In some cases revenue is received for goods or services the 
production or supply of which will involve some later expendi- 
ture. In this case a decision must be made regarding how much 
of the revenue should be carried forward, to be dealt with in 
‘subsequent profit and loss accounts when the relevant costs are 
incurred. 


Ug, ‘All süch decisions require consideration of future events of 
uncertain financial effect, and to this extent an element of com- 
mercial judgement is unavoidable in the assessment. 


8. Examples of matters which give rise to particular difficulty 
are: the future benefits to be derived from stocks and all types 
of work in progress at the end of the year; the future benefits 
to be derived from fixed assets, and the period of years over 
which these will-be fruitful; the extent to which expenditure 
on research and development can be expectes to produce future 
benefits. 


Purpose and limitations of accounting bases 


9. In the course of practice there have developed a variety of 
accounting ‘bases designed to provide consistent, fair and as 
nearly as possible objective solutions to these problems in 
particular circumstances; for instance bases for calculating 
such, items as depreciation, the amounts at which stock and 
work i in progress are to be stated, and deferred taxation. 


to...Accounting bases provide an orderly and consistent 
framework for periodic reporting of a concern's results and 
financial position, but they do not, and are not intended to, 
substitute for the exercise of commercial judgement in the 
preparation of financial reports. Where a choice of acceptable 
-accounting bases is available judgement must be exercised in 
choosing. those which are appropriate to the circumstances and 
-are best suited to present fairly the concern's results and finan- 
cial position; the bases thus adopted then become the concern's 
accounting policies. The significance of accounting bases is that 
they provide limits to the area subject to the exercise of judge- 
ment, and a check, against arbitrary, excessive or unjustifiable 
adjustments where no other objective yardstick is available. By 
definition it is not possible to develop generalized rules for the 
exercise of judgement, though practical working rules may be 
evolved on a pragmatic basis for limited use in particular circum- 
stances. Broadly, the longer а concern's normal business cycle — 
the period between initiation of business transactions and their 
‘completion — the greater the area subject to judgement and its 
effect on periodic financial accounts, and the less its suscepti- 
bility to close regulation by accounting bases. These limitations 
to the regulating powers of accounting bases must be recognized. 


Significance of disclosure of accounting policies 


11. In circumstances where more than one accounting basis 
is acceptable in principle, the accounting policy followed can 
significantly affect a concern’s reported results and financial 
position and the view presented can be properly appreciated 
only if.the policies followed in dealing with material items are 
also explained. For this reason adequate disclosure of the 
accounting policies is essential to the fair presentation of finan- 
cial accounts. As accounting standards become established 
through publication of Statements of Standard Accounting 
Practice, the choice of accounting bases regarded as generally 
available will diminish, but it has to be recognized that the 
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complexity ànd diversity of business renders total and rigid 
uniformity cf bases impracticable. 


12. "Lhe items with which this statement is mainly concerned 
are those which are subject to the exercise of judgement as 
to how far taey should be dealt with in the profit and loss ac- 
count for th» period under review or how far all or part should 
be carr.ed forward in the balance sheet as attributable to the 
operatiens of future periods. The determination of the annual 
profit cr loss of nearly every business substantially depends 
on a systematic approach to a few material items of this type. 
For the bet-er appreciation of the view they give, annual ac- 
counts should include a clear explanation of the accounting 
policies followed for dealing with these few key items (some 
exampbs of which are given in paragraph 13 below). The in- 
tention and spirit of this statement are that management 
should identify those items of the type described which are 
judged material or critical for the purpose of determining and 
fully ap prec.ating the company’s profit or loss and its financial 
positiom, and should make clear the accounting policies fol- 
lowed Zor cealing with them. 


Examples of matters for which 
different accounting bases are recognized 


13. Signidcant matters for which different accounting bases 
are recognized and which may have a material effect on reported 
results and financial position include: 


deprzciation of fixed assets; 
treatnent and amortization of intangibles such as research and 
development expenditure, patents and trade marks; 
stocks and work in progress; 
long-term. contracts; 
defe-red -axation; 
_hire-purchase or instalment transactions; 
leasing and rental transactions; 
conversion of foreign currencies; 
repairs ar.d renewals; 
consolidation policies; 
property development transactions; 
warranties for products or services. 


This list is not exhaustive, and may vary according to the nature 
of the >peretions conducted. 


PART 2- DEFINITION OF TERMS 


14. Fundcmental accounting concepts are the broad basic as- 
sumpt.ons which. underlie the periodic financial accounts of 
business erterprises. At the present time the four following 
fundamentel concepts (the relative importance of which will 
vary accorcing to the circumstances of the particular case) are 
regarded as having general acceptability: 


(a) the 'going concern' concept: the enterprise will continue 
in operational existence for the foreseeable future. This 
means in particular that the profit and loss account and 
balanze sheet assume no intention or necessity to liquidate 
er cu-tail significantly the scale of operation; 


(b) the ‘accruals’ concept: revenue and costs are accrued 
(that 15, recognized as they are earned or incurred, not 
¿s mcney is received or paid), matched with one another 
ғо far as their relationship can be established or justifiably 
zssupsed, and dealt with in the profit and loss account of 
the period to which they relate; provided that where the 
accruals concept is inconsistent with the ‘prudence’ 
concept (paragraph (d) below), the latter prevails. The 
accruals concept implies that the profit and loss account 
-eflects changes in the amount of net assets that arise 
2ut cf the transactions ‘of the relevant period (other than 
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distributions or subscriptions of capital and unrealized 
surpluses arising on revaluation of fixed assets). Revenue 
and profits dealt with in the profit and loss account are 
matched with associated costs and expenses by including 
in the same account the costs incurred in earning them 
(so far as these are material and identifiable); 

(c) the ‘consistency’ concept: there is consistency of account- 
ing treatment of like items within each accounting period 
and from one period to the next; 

(d) the concept of ‘prudence’: revenue and profits are not 

- anticipated, but are recognized by inclusion in the profit 
-and loss account only when realized in the form either of 
cash or of other assets the ultimate cash realization of 

which can be assessed with reasonable certainty; provision 
is made for all known liabilities (expenses and losses) 
whether the amount of these is known with certainty or 
is a best estimate in the light of the information available. 


15. Accounting bases are the methods developed for applying 
fundamental accounting concepts to financial transactions and 
items, for the purpose of financial accounts, and in particular 
(a) for determining the accounting periods in which revenue 
and costs should be recognized in the profit and loss account 
and (b) for determining the amounts at which material items 
should be stated in the balance sheet. 

16. Accounting policies are the specific accounting bases 
selected arfd consistently followed by a business enterprise as 
being, in the opinion of the management, appropriate to its 
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circumstances and best suited to present fairly its results and. ( 
financial position. P 


PART 3- STANDARD ACCOUNTING PRACTICE . 


Disclosure of adoption of concepts which s 
differ from those generally accepted cun 

17. If accounts are prepared on the basis of assumptions which _ 
differ in material respects from any of the generally accepted | 
fundamental concepts defined in paragraph 14 above, the facts | 
should be explained. In the absence of a clear statement to the | 
contrary, there is a presumption that the four fundamental | 
concepts have been observed. USE 







Disclosure of accounting policies 
18. The accounting policies (as defined in paragraph 16 above) 
followed for dealing with items which are judged material or 
critical in determining profit or loss for the year and in stat 
the financial position should be disclosed by way of note to. 
accounts. The explanations should be clear, fair, and as brief 
as possible. AUS 


Date from which effective ‘ 
19. The accounting practices set out in this statement should 
be adopted as soon as possible and regarded as standard in - 
respect of reports relating to accounting periods starting on ог 
after January 1st, 1972. 






An address delivered to last week's luncheon meeting of the London and District Society | 
of Chartered Accountants. The speaker is a former Lord Mayor of London. 


| AM in my own estimation – and perhaps in that of others ~ an 

| ün-financial man. My only outstanding achievement is to have 

been treasurer for our tiny parish church in a remote outpost of 
Bedfordshire for 20 years. I had to account for every halfpenny 
of a budget which seldom exceeded {100! The strain was 
prodigious and, when decimal coinage came, I resigned. 
"That is why I have such a profound admiration and respect 

"for chartered accountants. They know how to document 
money; to add and to subtract — Recte numerare, as the motto 

-on your coat of arms affirms — whatever that means! And they 
know too, as I am led to believe, how to fill in income tax returns 
with incontrovertible expertise. In the words of the hymn, I am 
‘lost in wonder, love and praise’. 


Image of the City 


I feel as a City Father that I am letting you down – for I should, 
with pious solemnity, be your guide through tortuous financial 
alleyways; to introduce you through the front door of the Bank 
of England — and please remember to genuflect as you go in; 
to present you to the Stock Exchange — and don’t forget to cross 
yourself on the threshold; to give you the general low-down on 
the multifarious monetary transactions of “The City’ - suggest- 


ing its popular image that it is — as far as the man in the street is. 
concerned — only a financial centre of England, Europe and | 
perhaps of the world. ur 
It is this without doubt, of course, but it is something in- 
finitely more. I survived recently for twelve months as the 
headman of this unique village. May I dawdle for а few moments | 
on this question of the public image and the background? —— 
London began as a hamlet – heaven knows the exact date — in | 
a swamp with a bridge – or a ford. A passage across the Thames | 
was established by which merchandise was taken from one side | 
of the river to the other, so here to begin with was an opening. 
for business-minded merchants. In fact, the various London 
bridges have been an integral part of history, culminating. 
perhaps a fortnight ago in an exotic episode in the deserts of. 
Arizona. | 
The Romans eventually came along to this little hamlet and. 
made a proper job of the place. Around its 330 acres they built, 
as was their custom, a surrounding wall. Some of it is still there. 
You have but to park your car below the street called London. 
Wall, and you will find remains. B 
The Romans quitted in ар 410 and Danes and Vikings апа. 
other outlandish Scandinavians made sundry invasions, The 
next important chapter was opened by William the Conqueror. 
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He overran most of England, but the citizens of London, still 
within their Roman walls — staunch, invincible folk — were 
unimpressed with William, and indeed undefeated. The game 
was on. S0 a compromise was reached. He granted a charter 
which you can see unimpaired on a scrap of parchment in 


Guildhall Library. 


City offices 


Incidentally, two Sheriffs had existed since before aD 800. They 
still exist and are still both elected on Midsummer Day by the 
liverymen — surely a fine example of continuity. The first 
Mayor, Henry Fitz Ailwyn, made his debut in 1192 and held 
down the job for 20 years, but King John - in a document called 
Magna Carta — decreed a yearly election and his wishes are still 
maintained. There have been, to date, 643 Mayors and Lord 
Mayors — a heterogeneous collection of personalities; some 
distinguished, like John Wilkes, champion of freedom of the 
press; some romantic, like Dick Whittington; a few rascals 
(one spent quite some time in Fleet prison); a very few saints; 
one American – Mr Trecothick; and many unremarkable 
men. 

But what of the administrative system of the City? How has 
that changed over the years? Very little. Its officers still have 
the somewhat picturesque titles of Chamberlain, Comptroller 
and City Solicitor, Remembrancer, Ale Conners, Bridge 
Masters and, of course, a Town Clerk. Over 25 wards, 25 
aldermen (elected for life) still preside, and the main adminis- 
trative piece of machinery – the Court of Common Council, 
elected with a reasonable show of democracy - is probably the 
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oldest administrative body in Europe, except for one, I think 
in Iceland. 

I mustn’t be tempted to wander aimlessly through the 
labyrinthine paths of history, fascinating though they be. I 
merely want to bring out the point that this City is a living 
entity fostered by a very sound tradition, and that traditional 
way of life still works satisfactorily and when things work well — 
as I am sure chartered accountants will agree — leave them alone. 
Let me then make a gentle comparison of what the City was, a 
living community in its hey-day (from the Middle Ages to the 
end of the 18th century) with what it is now, and what it may 
become. 


Cats and caretakers 


In those far-off days the City was a place in which to live, to 
work and to enjoy yourself. Read Mr Samuel Pepys’s diary. It 
was of course, crowded and insalubrious, but entertaining. Its 
population perhaps numbered 20,000 in Pepys’s day, rising to 
128,000 in the last century. This evening I doubt if many more 
than 4,000 or 5,000 will lay their heads on its pillows, though 
about half a million commuters will have come in and out 
during the day. Is the City at the moment a place of cats and 
caretakers? 

Who were these mediaeval folk? Merchants, artisans, business- 
men, the gentry, the aristocracy (who had large houses), 
scholars, musicians, poets, and a fellow called Shakespeare. 
Don’t forget him, for he is soon to return to the City. The trade 
union movement began, perhaps, with the formation of the 
livery companies and trade guilds, which looked after their 
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In this model of phase five of the Barbican redevelopment scheme, the Church of St Giles' Cripplegate is in the centre foreground, with 
the Roman Wall remains to the left. The Arts Centre, being constructed largely below ground level, is the complex immediately in front of 


the semi-circular residential block at the right of the picture. 
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various .ndustries, educating the children and caring for the 
elderly. 

In good King Charles's golden days there were over a hundred. 
Today there are 83, which isn't a bad record. Most still operate 
energetically, either supporting their trade or in charitable and 
educational work. 

Disasters overtook the City – the Plague, encouraged by over- 
crowding and insanitary conditions and then the Great Fire. 
This, of course, gave Mr Christopher Wren the chance to build 
some gorzeous buildings, new livery halls, lots of new churches 
and one of the greatest cathedrals in the world; if he had been 
given a completely free hand, the whole City might have been 
replannec on a Renaissance scale. Then came a worse and more 
crue] fate — nearly 300 years later - when the City was indeed 
flattened and many Wren buildings were destroyed. 


A financial beehive 


But let us look for a moment at the 19th century. By now the 
City had Lecome a workshop of the ‘aristocracy of the moneybag’ 
(Carlyle’s words), a place encouraged by the Industrial Re- 
volution, зу prospering merchant adventurers and bankers; it 
became the market of wealth, the Mecca of the ambitious 
businessman: 

‘Don’t thou marry money 


But go where money is’ 


as, rather Surprisingly, Tennyson puts it. It became a financial 
beehive and little was spent to alleviate the poor or to beautify 
the City. This is the age of Dickens, ruthlessly illustrated by the 
French artist, Gustav Doré. How unlike what Christopher 
Wren had 2nvisaged! The self-made aristocrat of the moneybag 
was the men who counted. He was a universal Victorian figure. 

Now whatever you may think of the ethics — or politics ~ of 
the 2oth century, England has become — particularly over the 
last 50 years — an infinitely more enlightened environment, in 
spite of the dreadful lapses of two fearful world wars. The first 
did not materially despoil the City, but the second brought 
devastation far worse than that caused by the great fire. The 
City had tc be re-formed and extensively rebuilt. Was this an 
opportunitr to re-assess the correct part the City should play 
in the drarca of England? Maybe here, indeed, was an incentive 
to re-humanize the place, to encourage people to find a home 
here, to let the shopkeeper once more live over his shop, the 
stockbroker, metaphorically, above the Stock Exchange. And 
the City has much to offer, the charm of tradition and the 
centre of cecemonial occasions; there are still very many fine old 
buildings left and many new and exciting modern BRE с 
going up, scmetimes rather high. 

It is a smokeless zone; it is clean. It isn't all finance; it runs 
schools and zolleges and now a new university. It has a theatre — 
it has a museum and libraries and music. Is not 
the choir of 3t Paul's the finest perhaps in the world? It still has 
picturesque Dickensian streets and courtyards for the devotees 
of Sir John Betjeman. To conserve and to restore, to improve 
and to beauzify — there became real incentives. And then the 
Barbican sckeme was born. 


Voice of adventure 


Not far north of the Guildhall — surely one of the finest 
medieval buildings in England, and now in course of careful 
and ingenious restoration — were 32 acres of flattened rubble – 
to be redeveloped as more beehive business premises? But why 
not make a ‘neighbourhood unit’, why not entice people to come 
and live in civilized surroundings, why not build fine creative 
contemporar* architecture, why not support the arts? Let the 
voice of that sixteenth century poet again be heard: ‘London, 
thou art the flower of cities all’. 

For the first time for many years the voice of adventure: was 
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raised, and was encouraged by the government: In the words of 
Mr Sandys, the Minister of Housing and Local Government 
in 1956, the City should create ‘a genuine residential neighbour- 
hood, even if this means forgoing a more remunerative return on 
the land’. A remunerative return on the land would mean much, 
for the total rateable value of the City is £514 million. The 
financial or the un-financial City? To be or not to be? — that was 
the question. 

The new Barbican scheme was a bomb, and ilia selon 
echoed around for some time, but a very brilliant scheme was 
devised by the architects. Here was something really exciting — 
an ideal residential neighbourhood right in the middle of perhaps 
the busiest, most crowded and most highly concentrated city in 


‘Europe. No other city ~ even in America ~ has yet made a bold 


advance of such ingenuity — 2,113 flats for 6,500 people, 
superbly laid out with gardens, lawns, a lake and all the rest of it; 
three blocks rising to 43 storeys, and the view from the top 
is simply stupendous. 

What other neighbourhood units are included? A students’ 
hostel, a new girls’ school and the Guildhall School of Music 
and Drama; a lending library, shops, of course, and restaurants, 


and underground garage accommodation for 2,500 cars. Can 


you find that in the West End? I doubt it. 

And what of the aesthetic appeal? Here is contemporary 
architecture at its best — you can see two great tower blocks, 
already built, romantic, attractive and compelling. There is 
nothing dull or purely functional here, though constructed of 
concrete. Dullness is the worst crime of all in architecture — it 
is unforgiveable. Good taste or bad taste is arbitrary — dullness 
can never be tolerated, and yet how much dullness there is 
around us. 

But by far the most significant element is the Arts Centre, 
finally agreed to after a contentious three-and-a-half hour 
debate in the Court of Common Council, for costs had risen 
astronomically. This Arts Centre now under construction will 
make the City – and London – a focal point of the fine arts of the 
world. It is sited right in the middle of the Barbican area: a large 
concert hall, a theatre, a cinema, an exhibition area, the new 
premises for the Guildhall School of Music and Drama – one 
of the leading schools for such in Europe – and other ancillary 
accommodation catering both for the arts and for the comfort of 
its clientele. It is a stupendous bit of complex architectural 
design all housed ~ so to speak ~ under the same roof. Tt is an 
infinitely more subtle complex than the Lincoln Centre in New 
York. 


Faith in the future 

The concert hall ~ which can also be used as a conference hall 
for business meetings — is principally for the London Symphony 
Orchestra, and will be the first permanent home which it (or 
for that matter any great English orchestra) has ever had — one 
up to the old City. The theatre — especially designed for their 
wants — is for the Royal Shakespeare Company, the greatest 
and most successful theatrical organization in this century; 
Shakespeare will return to a theatre but a few hundred yards 
away from the house wherein he once lodged. 

Yes, this is by far the most courageous venture ever done by 
the City, braver perhaps than coming to terms with William the 
Conqueror in the eleventh century. It is costing millions and 
millions of pounds and many troubles lie ahead. I will avoid that, 
issue; I am talking about the un-financial City! 

Isn't this all an example of faith — so much needed ~ in the | 
future and in the coming generations? After all, the encourage- 
ment and appreciation of the arts is one of the things that really 
matter in this fatiguing world. Let me quote Kenneth Clark in 
his great work Civilisation: ‘It is lack of confidence more than 
anything else that kills a civilization’. The City of the twentieth 
century has confidence, , 


THE 
620 


ACCOUNTANT · 


November 4th, 1971 


Cash-flow Accounting — | 


by Professor G. H. LAWSON, М.А.(Есоп.), A.C.C.A.. 


HE main purpose of the first part of this paper was to 
suggest that cash-flow accounting, as I have attempted to 
describe it, is justifiable in its own right in the logic of economics 
and finance. | 
As should now be apparent, and unlike the conventional 
accruals system of accounting, cash-flow accounting explicitly 
recognizes that a company’s cash-generating and profit-making 
abilities are integrally related. Indeed, if we first allow for the 
time-value of money using a discounting or compounding 
procedure, the ability to generate cash and the capacity to 
earn profit are not merely integrally-related considerations 
but are in fact synonymous, If this is so, and in so far as inflation 
contributes to the deviation between ‘conventionally-measured’ 
(1.е., accrued) profits and profits measured on a cash-flow basis, 
the conventional method of accounting becomes increasingly 
less useful for managerial purposes in an inflationary world. 
The higher the rate of inflation the more acute the managerial 
problem, and the greater the motivation to switch to cash-flow 
accounting. This is my diagnosis of the causes of the recent 
renaissance of cash-flow accounting in its new forward-looking 
guise. 

Is cash-flow accounting an alternative to accounting for 
inflation, or merely a reaction to it? In offering a brief answer to 
this question, I would say that cash-flow accounting is logically 
defensible in any circumstances but that as a managerial tool it 
is inherently more capable of demonstrating or accounting for 
the impact of inflation on company profits and finances than any 
other system. Hence, whilst the recent revival of interest in 
cash-flow accounting may have been stimulated by the present 
alarming rate of inflation which I suppose really began in 1969, 
cash-flow accounting per se is, in my view at least, much more 
than a mere pragmatic reaction to what I sincerely hope will 
soon be seen as a transient phenomenon. 

Perhaps I may now refer to some of the wider aspects of 
inflation which have implications for the accounting process, 
that is to say, the accounting process as I understand it. 


Future dividends 


The actual return provided for a shareholder is delivered in 
actual money terms. The successive dividends in which this 
return truly resides are therefore not directly comparable in an 
inflationary world. Should a shareholder wish to ascertain 
whether a dividend is being maintained in terms of purchasing 
power, he must in some way correct for the rise in the general 
level of prices, or perhaps more accurately, for the rises in the 
prices which are relevant to his own pattern of expenditure. 

It is in my view a mistake to conclude that because we live 
in a world characterized by endemic inflation, we must abandon 
accounting in money terms. (It is, of course, important that we 
should be in accord on matters of definition, though by now 
my own interpretation of accounting in money terms ought to be 
pretty clear.) It is not obvious to me that, in order to provide a 
shareholder with the information from which he can attempt 
to infer the magnitude and growth rate of future dividends, it is 
necessary to correct an array of magnitudes in the latest set of 
accounts with index numbers. Provided replacement expendi- 
ture is reasonably accurately measured in terms of current prices 
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and, additionally, provided operating earnings have been 
calculated on a cash-flow basis (i.e., in the jargon of the account- 
ant, working capital adjustments have been effected), the fund 
which is truly divisible between (a) dividends and (Б) finance for 
redeployment in new investments, can always be measured in 
terms of current prices, that is, in actual money prices. 

Some-hing which, іп my view, ought readily to suggest itself 
is that explicit attempts should be made to inform shareholders 
about the nature of the impact of inflation on a company’s 
finances and how, in consequence, future dividends are likely 
to be afected. 

In sp2aking of (say) 5 рег cent annual inflation or a 5 per cent 
rise in tre general level of prices between one year and the next, 
we are in fact making use of a weighted arithmetic average. 
Thus, 1: the average annual increase is 5 per cent, there must be 
many p-ices, of which wages and salaries are a notable example, 
that are rising at a faster annual rate than 5 per cent. Con- 
current y, other prices in the economy must, by definition, be 
increasmg at less than 5 per cent annually. As an example of the 
latter, cne can perhaps point to the unit capital costs of successive 
generations of fixed assets. In general it is to be expected that 
technological advance will cause a continuous decline in asset 
prices m real terms. Indeed one can go further and legitimately 
suggest that, generally speaking, for any given shareholder 
expectetions about future inflation, escalating wage rates con- 
stitute 1long run bias in favour of capital intensive manufacturing 
processes. 

The extent to which the individual company is affected by 
inflation and price changes vis-à-vis other companies will 
obviously depend upon at least three things. First, the relative 
proportions of wage, salary, materials, overhead, and capital 
costs in the structure of its total annual cash outflows; secondly, 
the ab-lity and inclination of the company to vary the ratio of the 
aforementioned factor costs; and thirdly, the ability and 
inclinztion of the company to pass on inflationary and other cost 
increases into selling prices. All three of these factors represent 
impor-ant considerations for any management which attempts 
to forzcast the future development of its company's finances, 
or, in other words, the determinants of the cash-flow stream 
ultimetely available for shareholders. 

Equally they are considerations which ought to be held clearly 
in view by shareholders who attempt to deduce their future 
dividend streams. In the absence of an obligation to publish 
detailed and fully quantified financial plans, explicitly allowing 
for anticipated price changes, the impact of the latter on 
company finances should at least be the subject of a commentary 
in a company’s annual report and accounts, Such a commentary 
would attempt an economic analysis along the lines I have just 
proposed and, contributing information about expected relative 
price changes would be of importance not only to shareholders 
but also from the standpoint of resource allocation at the 
macr economic level. Until the problems of inflation and rising 
prices are first explicitly and universally recognized for what they 
are, namely phenomena which ought to be taken into account 
in all current decisions and estimates by both management and 
shareholders, the whole process of resource allocation is less than 
efficiznt because all are attempting to optimize in relation to 
the vrong set of prices. 

It would also follow from what I have been saying about the 
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relative impact of inflation as between one company and the 
next, thet the problem cannot be handled merely by the 
application of a corrective in the form of a single index number. 


Extra cash for replacement 


My previous suggestion that escalating wage rates constitute an 
effective .ong-run bias in favour of capital-intensive manufac- 
turing processes is entirely consistent with the fact that the 
replacement cost of an asset may substantially exceed its 
historical cost. If the rise in the general level of prices is ac- 
companied by changes in the relative prices of labour and capital 
goods, th» technological possibilities of (capital-labour) substitu- 
tion will always offer advantageous financial opportunities. 
The fact that asset replacement costs may, in absolute terms, 
exceed ет historical costs is a financial problem which, to a 
greater cr lesser extent, characterizes all economically-valid 
investmeat decisions. 

The important distinction which therefore needs to be held 
clearly ir view is the difference between relative and absolute 
price changes. All this is perhaps best described with the use of 
an example which, as will be shown, can also be used to draw 
out important implications from an accounting standpoint. 


Illustraticn 4 


Assumptions 

(i) Im а non-inflationary world investors require a discounted 
cash-fleW rate of return of 5 per cent per annum from the 
ordinary shares of company X. (For illustrative convenience 
personal taxes are ignored.) 

(ii) The shareholders of company X anticipate annual infla- 
tion at the rate of 5 per cent per annum, i.e., they expect their 
initial money) capital invested to be eroded at the annual rate 
of 5 per cent. 

(iii) Given thé shareholders' required rate of return and their 
expectitions about future inflation, the directorate of company 
X aimz to provide its shareholders with a rate of return of at 
least то per cent per annum in money terms. 

(iv) Company X has the opportunity to invest shareholders’ 
capital in Project Y which has the following (expected) 
charac-eristics: 

Capital cost in terms of 1971 prices — £3,352 (outflow) 

Expected life — five years 

Annual wage savings resulting from this investment in 
terms of 1971 prices — £1,000 (annual end-year inflow). 

(v) "Wage rates are expected to rise at an annual rate of 8 per 
cent. 


Analyss 

(a) En terms of 1971 prices, the discounted cash-flow rate of 
return provided by project Y is given by the value of r genie 
satisfies the equation: 


1,000 , 1,000, I,000 , 1,000 , 1,000 


Х-Р" ta H3 G +r)? (1-7) (G-c0D 


NUS r 


whence, using tables to solve for 7, 
y=15 per cent per annum. 











4£3,352= 


(b) Та the absence of inflation and rising wage rates, and given 
the recuirement of a shareholders’ (minimum) rate of return of 
5 per cent per annum, shareholders’ capital would be maintained 
intact f project Y were capable of generating an annual cash- 
flow, c, given by: - 

a a a a 


43,352 = rap uo os ta -Fo-os)? TG +o o G +o os)! G +o es)* 


=a |: — (1 toog) ] 
0:05 


whene, again using tables, 
а —13,352- 4°3295 
= 774. 
(Le., a five-year annuity of £774 (paid in arrears) purchased at 


a price of £3,352 provides a rate of interest of 5 per cent in 
addition to the full recovery of ‘capital). 

If, in this case, depreciation disclosed in the accounts were 
based on the assets’ historical cost and calculated on a fixed 
instalment basis, the annual charge would be 43,352--5 = 
£670. 

Annual depreciation actually charged would therefore 
represent only 670—774 =87 per cent of the provision which 
would be necessary to maintain the shareholders' initial capital 
of £3,352 intact. 


(c) Taking into account the expected annual increases in ` 
wages, the discounted cash-flow rate of return provided by 
project Y is given by the value of r* which satisfies the ` 
equation: ; 

1,000 , r.ooo(x -о:08) , 1,000(1 +008)? 
аза TUR пати T GEP 





1,000(1 +008)? , 1,000(1 +0:08)4 
(1-7%) (1 +r*)5 

____1,000 а +0:08)5 

—у»— 0:08 | | G Fory 
whence, 7* —22 per cent per annum. 

(d) Taking into account shareholder expectations about 
future inflation, in addition to their required rate of return, 
shareholders' capital wouid be maintained intact if project Y 
was capable of generating an annual cash-flow, a*, given by: 


базна | = a] 


ol 


+ + 


whence, а“ = 13,3527 377908 

=£884. . 7 . 
Assuming the same conventional depreciation charge as in: (b) 
namely, £670, the latter would, in this case, represent only 
670--884 =76 per cent of the provision which would be 
necessary to maintain the shareholders’ initial capital of £3,352 
intact. 


(e) The nature of the bias in favour of capital intensive assets 
can now be drawn into sharper perspective. With reference to 
(a) to (d) above, and assuming again (i) that wage rates will 
continue to rise at an annual rate of 8 per cent, (ii) that share- 
holders continue to entertain the expectation of 5 per cent 
annual inflation (i.e., a required money return of 10 per cent), 
the proposition is that so long as the annual rate of increase in 

· capital costs is less than 8 per cent, the generations of assets 
which succeed project Y will, ceteris paribus, become more 
profitable. This may be demonstrated in the following manner. 

Given 8 per cent (expected) annual wage rate escalation and a 
shareholder (minimum) required rate of return of 10 per cent 
per annum, in money terms, the net present value of project Y 
is given by: 

£1,000 ·_(1 9:68)“ 
o1—oo8| |  (-o1* (oy |-4 7831353 | (0 
‘Assuming | the capital cost, of such a project as this, increases 


at the annual‘rate of 6 per cent, its net present value if adopted 
one year later would, other things being the same, be equal to: 


i ien кји £3,352(1-+0°06) . (2) 


. Given that the value of (1) is positive, which necessarily 
follows from part (c), mere inspection shows that the value of - 
(2) exceeds the value of (1). 

Assuming, as seems to be suggested by what evidence there 
is, that the previous assumptions are realistic, it would follow, 
as already stated, that the level of economically viable capital- 
intensive projects in the economy as a whole will tend to rise in 
relation to the level of viable labour-intensive projects. 


Conclusion 


Perhaps I may now conclude this section, and indeed the paper 
itself, by drawing your attention to the fact that I have hot 
attempted a direct answer to the question of how to provide the 
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extra cash for the replacement of fixed assets at prices exceeding 
acquisition cost. It seems to me that the crux of the matter must, 
given that the relationship between a company and share- 
holders is par excellence an example of the investment decision, 
be concerned with the prevention of the erosion of share- 
holders’ capital. As I understand things, it is this particular 
concept of the inviolability of proprietors’ capital which ought 
to suggest the basis for measuring the cost of maintaining earn- 
ing-power intact. Ín other words, in attempting to lay down a 
theoretical basis for company accounting, attention should be 
focused pre-eminently on the economic relationship between a 
company and its shareholders. There is no reason whatsoever 
for assuming that because a joint stock enterprise is endowed 
with a separate legal personality that a company directorate is 
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accountable to that person as such or, perhaps more to the 


' point, that in attempting to measure profits we may adopt an 


entity cancept which allows us to pretend that shareholders no 
longer exist. 

As I have attempted to show, if we start from the assumption 
that befcre earnings can be reckoned shareholders' capital must 
first be maintairied intact, it is then clearly necessary for com- 
pany decision makers to ensure that rising prices are correctly 
allowed “or in investment decisions, that shareholder expecta- 
tions abcut future inflation are also sensibly embodied in the 
analysis, and, last but not least, that due recognition is given to 
the time-value of money — which is another way of saying that 
we should explicitly recognize from the outset that shareholders 
have timz-preferences. 


Manager, Whither Goest Thou? 


by R. G. BASSETT, F.C.W.A., A.C.I.S. 


There are a number of people around today who regard the title of ‘manager’ as being а 
reward for good service — a carpeted office, personal secretary, genercus expense account, * 
and so on — with little or no involvement in the running of the business, which is why 


many people want to become managers. 


Nothing could be further from the truth. To ‘manage’ one must be fully involved, not only 
in the achievement of corporate objectives but in setting them in the rirst place. 


р we ought to start by saying what we think 
management is all about. The answer is easy because 
it was defined for us many years ago by Henri Fayol 
(1841—1925) when considering the new ‘scientific’ manage- 
ment about the same time as some of the American 
pioneers — Taylor, Gantt and Gilbreth in particular. Fayol 
found that management was best defined by its activities, 
namely – planning, organizing, directing and controlling, 
including co-ordinating and motivating. These activities 
are outlined below: 


(1) Planning, which is the determination of the business in 
terms of its objectives, the resources it will need and the 

~ way in which the resources are; to be used. 

(2) Organizing, which includes the acquisition and allocation 
of resources, namely - manpower, materials, machines 
and money, as determined from planning. 

. (3) Directing, which consists of ensuring that all the activities 
within the business operate cohesively and in sequence 

| so as to achieve the objectives of planning. 

(4) Controlling, which consists of examining activities and the 
results of activities in the business to ensure that the 
objectives of planning are being achieved. Information 
gathered as a result of controlling is vital to the next 
‘phase of planning. 

This, then, is what management is all about and concerns 
all managers, from the chief executive down to the first- 
' line supervisor. Notice that the emphasis is on the word 
‘objectives’ and the achievement thereof. It should be clear 
therefore that there is a good deal more to ‘managing’ than 
merely being present, giving orders and answering letters. 
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Managers are there to achieve rather than to do, and on 
this criterion alone should they be judged. 


Company objectives and planning 


The first step in managing is to know where you are going. 
Most managers think that they do, and an interesting 
exercise is to ask them to set down on paper the purpose 
of their respective jobs, the company’s objectives as. they 
see them, and the way in which company objectives are 
being achieved through their individual jobs. The answers 
are oftem quite startling and usually contain empty, sub- 
jective phrases such as ‘to make money’, ‘to improve the 
сотарап“, ‘to work hard’, and other meaningless state- 
ments. "hese are ‘managers’ so-called who have no idea 
where tFey are going or should be going because very often 
it is a case of the blind leading the blind — meaning, of 
course, the top executive and others who dictate company 
policy. 

Management activities then rightly begin with planning 
— decidimg where you ought to be going and how to get 
there; ir. other words, establishing company objectives. 

'To determine company objectives it js first necessary to 
answer "ће following corporate questions: 


7. What kind of business should the company be in? 

To replr glibly ‘the profit-making business’ is- no answer 
at all. Fcr one thing the fact speaks for itself if it is a profit- 
making 2usiness; for another, to make a profit it is first 
necessar7 to acquire various resources and carry out certain 
operations (e.g., buy, make, sell). Even to reply 'to buy 


materiale, make products and sell them for profit is still 
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inadequate and should be qualified in a more positive way, 
preferably in some policy or planning document. 

By the same token the ‘objects’ given in a company’s 
memorandum of association are usually too broad and 


diverse to mean anything and are merely stated to overcome ' 


some defect in company law. 

If, for example, you were responsible for a garage group 
within the Greater London area your corporate function 
might be: 

“The retail sale of motor vehicles and agricultural machin- 
` егу, parts, fuel, lubricants, service and repair from garages 
in the Greater London area’, 


2. What products and/or services should be sold? 
The. answer would very much depend on the answer to 
question one — the kind of business you wish to be in. If, 
for example, you were in the haulage and removals business 
the answer might be as follows: 
(1) (a) Parcel delivery services 
(b) Container freight services 
(с) Bulk liquid services 
(2) Removals and warehousing 
(3) Travel agency services 


3. What should be the company’s share of the market ? 

By ‘market’ we mean the market which the company is in 
(as defined from questions 1 and 2). The answer would be 
dependent upon market potential, the present and future 
size of the company, its access to additional capital, and so 
on. The answer might be: 

"To increase the share of the market by 3 to 15 per cent in 
1972; by 4 per cent over 1972 in 1973; by 6 per cent over 
1973 in 1974' (and so on). 

Separate markets would, of course, be separately defined. 


4, What should be the company's rate of growth ? 

Growth might be expressed in terms of sales, profit and 
net assets geared, of course, to the planned share of the 
market. ; 


5. What should be the company's return on capital? 

The return should be sufficient to provide for the regular 
payment of dividends (giving the equity holders a fair 
return on the sums they have invested), the expansion of 
the business (either by utilizing retained’ profits or by 
attracting outside capital), and provide reserves to com- 
pensate for inflation. 

The satisfaction of both creditors and employees would 
also enter into this as the continued profitable existence of 
the company would be their prime concern. 

Having answered questions 1—5 satisfactorily and estab- 
lished company objectives, the next step is to decide the 
strategy needed to achieve them and the required time- 
scale. The kind of planning that will emerge could range 
from simple company planning (in which the goals and 
policies are stated in broad, general terms) to full-blooded 
corporate planning. The name given to planning does not 
matter so long as managers have a clear and concise view 
of the direction in which the business is to develop and the 
part they have to play in it. 

The question is often.asked, ‘How far.ahead should one 
plan – 5, 8 or го years?’ The answer is simple: manage- 
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ment should plan as far ahead as it can reasonably see in 
the future. To attempt to plan beyond the foreseeable 
future would be foolish as well as impossible. In some 
companies the planning period might be five years; in 
others maybe three years. It all depends upon the size and 


complexity of a business, its management, market, environ- . 


ment, and so on. 


To use the technical jargon, planning means ал ан i 


ally planning the total resources ‘of a company for the 
achievement of quantified objectives within a specified 
period of time: Whatever the time-scale, the first year of 
the plan should be carefully detailed — that is, expressed 
in both quantitative and monetary terms, thus taking 
the form of a budget, the remaining years being stated in 
broad general terms only. 


Planning planning 
Planning itself must be planned. In small and medium-size 


companies, either the board of directors or a management _ 


committee would be responsible for planning, while a 
larger company would very likely have its own planning 
department. Either way, once objectives have been estab- 
lished the planning process will include most if not all 
managers, their individual efforts being co-ordinated 
through the board/committee/planning department system. 
Plans should be detailed in the ways appropriate to the 


koX 


business —for example, budgetary statements, lists of . 


assets and acquisitions with target dates, 
statements, etc. 

Once the overall or strategic company plan has been 
drawn up and agreed by those responsible for its imple- 
mentation and achievement, unit plans can then be estab- 


manpower 


lished (i.e., as affecting individual units such as a branch, - 


depot, department, etc.) followed by action (or tactical) 
plans for each manager. The planning process is therefore: 


(1) Overall plan — strategic (company) 
(2) Individual plan — unit (department etc. ): 
(3) Action plan – tactical (manager) 


If we adopted the corporate planning appróach we would 


establish a strategic plan, then look at the company to see · 


if the objectives would be met if the company continued to 


operate over the selected years in its present form. More - 
than likely it would not, and the gap between the two . 


would have to be analysed to determine the action necessary: 


to close the рар. Action (or tactical) plans are essentially 
‘gap closing’ exercises. 


Managing for results 
It is not necessary to employ full-blooded corporate plan- 


ring to establish action plans. In general, only а few firms – ` 


usually the giants — employ corporate planners. Even so 


managers must plan and; as we stated above, the name . 


given to planning does not matter so long as managers: 
know where the company should be going and the part 
they have to play in getting it there. The Americans have 
a better way of saying it: planning to them is management's 
expression of tone, purpose and direction for the company. 

But planning can only be successful if the action plans 
are achieved through individual managernent effort. Phat 
is why, no matter how long long-term plánning'is, the: year 
that matters most is the present one. For that-is the Year in’ 
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-which managers strive to attain their goals, targets, ob- 
- jectives — call them what you will. 

Having planned they will organize their units, direct 
operations, and control situations. They will know why 
the business exists, why they are in that kind of business, 
its objectives, the part they have to play individually in 
achieving those objectives, the time-scale needed, whether 
or not the objectives are being achieved, and the action 


` they must take if they are not. ‘The entire process is known 


in short as 'knowing where you are going'. Only in this 
way will objectives be achieved and the profitable growth 
of the business enhanced. 


Management job descriptions 


Properly used, management job descriptions provide 
essential information as to the role a manager has to play 
in the organization, his activities, limits of authority, and 
so on. We said just now that action plans are achieved 
through individual managers; there is no better place for 
stating action plans (which are agreed between each 
manager and his superior) than in (or appended to) the 
job description. 

A manager's job description should contain the following 
information: 

(1) Main purpose of job 

- This is a brief statement which states why the job is there 
so that no manager is left in any doub: 

(2) Position in organization 

This leaves the manager in no doubt as to his status and 

relationships within the company, i.e., to whom he 

reports, those who report to him, specialist and functional 
| relationships, etc. 

(3) Scope of job i 

To produce results a manager must have certain resources 
available, i.e., 
detailed under this heading. 

(4) Personal activities 

These аге the activities for which the manager alone is 
responsible, because it is by carrying them out that he will 
achieve his results. 

_ (5) Limits of authority 
These, again, leave the manager in no doubt as to his 
limits of authority as regards capital and consumable 
expenditure. engaging and dismissing staff, revising 

. departmental procedure, etc. 
> . (6) Major responsibilities for results 

This is the central part of the job description for it sets 
out in precise detail the results or goals which a manager 
is expected to achieve in his job during the plan period. 
The results must, of course, be quantifiable in terms of 

. money (sales, profit, etc. ) rates, percentages, dates, times, 
units, quality, etc. In short, a manager's performance 
must be measurable in objective terms. 

. Management job descriptions therefore provide a 
dynamic approach to effectivé management. By their use 
no manager can complain of being left in the dark; he 
knows where he stands and what 1s expected of him. He 
also knows that by achieving the agreed results or targets 
set down in his job description he is fully contributing to 
company objectives which will enhance profitability and 
growth and therefore his own future. 

Major responsibilities for results would also include key 
tasks (i.e., continuing aspects of results responsibilities) 
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as well zs the action plans to be achieved in the current year. 


Managsrs end managers 


Here ar2 some points for thought: 

-1. Meny people bear the title of manager, but very few 
of them ‘manage’ in the true meaning of the word. Only by 
full participation and involvement in planning, organizing, 
directing and controlling can a man really call himself a 
manager — ап achiever of corporate objectives. 

2. If z ‘manager’ is fixed to his desk all day with routine’ 
matters and is told to work to a budget thrust upon him 
by some penay-minded accountant – a budget in which he 
has had little say or knows nothing about – then he is not 
a manager. The executive who allows this sort of thing to 
happen should be fired, because he is not allowing his 
managers to manage, nor is he motivating them in any way. 

3. Althouga we have stressed the importance of 'knowing 
where you are going’ a manager must be something more 
than a planner. He must also be an organizer, a director 
and а ccntro.ler. Above all he should be an entrepreneur — 
not necessarily an Ansoff or a Drucker, but certainly the 
commander of a business situation. 

4. It kas lang been recognized that every managerial job 
should ke clearly defined in terms of purpose, position in. 
the orgaaizat.on, scope, limits of authority, key tasks and 
action plans which contribute to the attainment of the 
company's objectives. But it is only comparatively recently 
that job descriptions, which give this information, have 
begun tc emerge in this country — in the majority of cases 
as a paper exercise in order to attract grant from some 
training 2oard, and in a few cases as a direct link between 
performence and profitability. 

It would bs interesting to know just how many readers 
possess objective job descriptions, or are left to surmise their 
duties ard responsibilities from their job title. More often 
than not you: executive's рт Но is quite different 
from yours. 

5. There are managers Я аге not managers because 
they are not allowed to manage. There are also managers 
who are aot managers because, even if given the chance to 
manage (ог аге ‘managing’ today) they would fail (or are 
failing) -o manage due to lack of some management 
knowledge о: skill. They might eventually be fired, 
usually when approaching the dangerous age of 50 or more 


‘years, as if sacking them was the right answer. 


Out of these two categories of manager who either fail 
or are unable to manage (there are other categories, if you 
care to think about it) there is great potential in terms of 
tomorrov’s managers. Being allowed to manage and being 
trained -o manage are separate issues, but they are 


‘closely linked when it comes to sound, practical manage- 


ment. G ven the right training, a manager is not only ` 
trained to manage but the very idea of not allowing sub- 
ordinate manegers to manage is anathema to him. 

Management training, and in particular management 
developrrent schemes, are therefore a very important and 
extremely wise step for companies to follow, and are 
tantamount tc investing in tomorrow's managers who will 
plan, organize, direct and control company destiny. 

You should now determine for yourself whether you are 
a manager or just one of the ‘management crowd’ and, 

more important, where you intend to go from here. 
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Increased Capacity for Aerialite | 


ERIALITE LTD is a name which does not convey an 

awful lot to anyone coming across the company for the 
first time. Something to do with aerials possibly ~ and light ones 
at that. But Aerialite's business and that of its subsidiaries, 
according to the directors’ report, ‘is in the electrical engineering 
industry, manufacturing and distribution of cables for domestic 
and industrial use, electrical accessories, television and radio 
aerials'. | 

A further activity ‘is the manufacture and distribution of 
warm. air central heating units’ although turnover is not a 
significant part of the overall group total. The latest addition to 
the group is Mills & Rockleys (Electronics), manufacturers of 
single and double-sided printed circuits which have replaced a 
lot of expensive and complex hand wiring of electronic com- 
ponents. 

Aerialite Cable Division is the largest in the group and has a 
high rating name in road heating and also lighting cables, and 
in the communications field. The Aerial Division is one of the 
biggest aerial manufacturers in the United Kingdom and is well 
known for the ‘Golden Gain’, ‘Supreme’ and ‘Constant’ ranges. 

The Nettle Accessories subsidiary designs and manufactures 
domestic and industrial electrical accessories, weatherproof 
cable plugs, couplers, sockets, remote control units and lamp 
sockets. AGC Heating (Manufacturers) produces gas-fired 
warm air heating units and DR Illuminations, a Nettle sub- 
sidiary, specializes in the production of festoon lighting systems 
for external illuminations. The company is the market leader in 
its field. 


Expansion 

All this, it will be seen, added up to a turnover of close on 
£10°3 million in the year to last May, against the previous year's 
48:15 million, and there was a considerable improvement in 
operating profits ~ which in Aerialite's terminology are profits 
before tax — from a depressed £292,508 to £808,386. 

Earnings in 1969—70 were checked by the expense of and 
dislocation caused by a major expansion programme. In the past 
year benefits of the programme began to come through. The 
group's main raw material is copper, the price of which varied 
between £631-50 and £413:50 during the financial year with the 
parallel problems of stock financing and control. 

The chairman and managing director, Mr L. S. B. Hargreaves, 
refers to increased capacity ‘combined with more sophisticated 
techniques' as going a long way to mitigate the effect of cost 
increases. . 


Reorganization 


The expansion and reorganization process is continuing, as 
is the effort of the management team in seeking new ways of 
maintaining and improving margins and developing new 
markets and new products. Further benefits are expected to 
flow during the current year. 

Past year profits were a record and the increase in dividend 
from 9} per cent to 11 per cent is stated to recognize ‘the in- 
crease in capital employed over the last two years, a large 


percentage of which was derived from the reinvestment of 
undistributed profits’. 


Retentions 


The ten-year summary with the accounts, however, shows that 
net earnings distributed rose from £112,500 to £142,500 , 
between 1966-67 and 1969-70 during a period in which the 
return on capital employed fell from 23:4 per cent to only 10:5 
per cent. The dividend, 9 per cent for 1966-67, was increased to 
9'2 per cent the following year although net equity earnings 
fell £51,300 to £226,000. Earnings rose to £245,900 the follow- 
ing year when the dividend was raised to 9:5 per cent, the rate at 
which it was maintained for 1969-70 although earnings were 
down to £186,700. 

Whereas in 1966-67, earnings retained totalled £164,800, 
the retentions were reduced to £111,000 the following year, 
then to £103,400 and to only £44,200 in 1969~70. In fact, 
although the higher past year dividend is said to recognize the 
heavy retentions of earnings in previous years, retentions at 
£228,300 in the latest accounts are, like the profits, at a record ° 
level. The return on capital employed in the year under review 
was 25'1 per cent, employed capital having totalled £3,221,800. 

That followed ro-5 per cent on £3,049,000, 16:5 per cent on 
£2,805,300, 19:9 per cent on £2,133,600 and, in 1966-67, 23:4 
per cent on £2,001,500. In August 1968 new capital was raised 
to the extent of over £500,000 by a rights issue of 1,000,000 
ordinary shares at the equivalent of 6op. 

According to the ten-year summary, net earnings retained in 


` 1968-69 and 1969-70 totalled £147,600. 


. Dividend excuse 


It much depends on what the chairman means by the ‘last two 
years’ in his reference to retained earnings. This can be taken 
to refer to 1968-69 and 1969-70, rather than 1970-71, since it 
is the level of 1970-71 profits rather than retentions that justifies 
the higher dividend. In the 1968-69 dnd 1969-70 financial 
years, net earnings retained fell and {£500,000 and more of гем 
funds were raised. | x 

It is therefore difficult to reconcile the chairman’s reference 
to retentions with the figures. But is it all simply a matter that 
some company chairmen still feel a need to provide an excuse 
for a higher dividend? Some chairmen’s statements almost seem 
to suggest a guilt complex over a higher dividend judging by 
the extent to which they go to justify the payment. 

Otherwise, Aerialite shareholders are well served in a colour- 
ful and informative report, although the coloured columnar 
charts which portray turnover, capital employed, return on 
capital employed, profits before and after tax, earnings per 
share, net assets per share and group export sales could do with 
at least some slight indication of scale. 

The words in the chairman’s statement that go with the charts 
could be more carefully chosen. Profits have in fact doukled 
since the £399,300 of 1966. But they also fell from £467,500 to 
£321,400 between 1966-67 and 1969-70, so that effectively the 
entire profit growth and more besides to which the chairman 
refers came in 1970-71. 7 

Shareholders would doubtless prefer the growth in earnings 
to show a less irregular pattern. : 
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` D. Е. Bevan 


T is fortunately rare that ‘substantial inaccuracies’ in audited 


accounts are discovered during the time between the issue of’ 


the accounts and the holding of the annual meeting, but the 
case of D. Е. Bevan. (Holdings), the Midlands metal merchants 
and machinists, is just such a rarity with the annual meeting 
` adjourned from October 28th to December 16th. The result of 
an investigation into the position will be reported then. 

Bevan's auditors, Pannell Fitzpatrick & Co, of Birmingham, 
qualified their report on the accounts with reference to a figure 
of £29,950 stated separately in the profit and loss account as the 
loss (after tax relief) of a subsidiary company called Axicast Ltd. 
A note to the accounts stated that Axicast's auditors were unable 
to form an opinion on the veracity of the accounts ‘due to lack 
of information on metal trading'. Out of some 85 tons of metal 
available for sale, approximately 20 tons of an estimated cost of 
£17,000 were unaccounted for. Because of ‘the materiality of 
the deficiency’ the auditors were unable to form an opinion on 
the accounts. 

Before the Axicast loss D. F. Bevan’s own group profits for 
1971 were down to £64,464 pre-tax from the 1969-70 level of 
£196,831. Final net group earnings were back from £105,550 
to [9,624 and dividend was restricted to an interim payment of 
20 per cent against a previous year total of 50 per cent. Control 
of the company — a close company ~ is ‘in the boardroom’. 

At the company's annual meeting a resolution to adjourn the 
meeting until December 16th was passed. The company's 
secretary, Mr John Millward, said later that an independent 

.firm of accountants was being called in to investigate the ac- 
counts but he preferred not to expand on the board’s statement 
of the discovery of ‘substantial inaccuracies’. 


Myson Group 


T the recent annual meeting of the Myson Group, Mr R. E. 
Myson, the chairman, went to considerable lengths to 
answer financial press conjecture on the earnings of the Myson 
Heating Products subsidiary — or to be more exact, to explain 
why the conjecture could not be answered. Myson Heating 
Products was’ Hull Steel Radiators before it was merged with 
the Myson Group and there was press speculation concerning 
- the profit contribution of Myson Heating in relation to total 
group earnings in the first merger year, the speculation being 
that, as Myson Heating, the company had shown a markedly 
improved performance. 

That, Mr Myson admitted, was the case and indeed it was 
obvious from his statement with the accounts. But ‘disclosure 
of Myson Heating profits, or those of any other subsidiary 
company for that matter, would be very misleading’, Mr 
Myson maintained. The figures themselves might not be mis- 
leading but comparison with anything going before might well 
prove to be so. 

For although Hull Steel Radiators is now called Myson 
Heating Products there is a great deal of difference between 
the new and old operations. For one thing, the whole sales and 
‘marketing operation was taken over by Myson Group Marketing, 
which has had a significant effect, and the subsidiary has been 
relieved of R and D costs because the research and development 
department was closed and the work continued by another 
group subsidiary. 

Another major factor, Mr Myson said, is that the bulk of 
the holding company’s costs was not allocated and Myson 
Heating’s allocation was, in fact, minimal in relation to its size. 
Mr Myson said he was sure shareholders would ‘understand, 
thérefore, that disclosure of any one subsidiary’s profits would 
be totally wrong’. 
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Gallaher Quarterly 


LL too few companies provide quarterly sales and profit 

figures that it may seem churlish to criticize one of the 
companies that does — but the Gallaher company ought really 
to show its tobacco and non-tobacco profits separately. What is 
done is Cone well, with the figures presented like this: 


(АН figures in £ millions) 





GALLAHER LIMITED i 
1970 


























AND SUBSIDIARY 1971 
COMPANIES 
3 months | 9 months | 3 months | 9 months Year to 
to to to to 31 Dec 
30 Sept. | 30 Sept. | 30 Sept. | 30 Sept у 
Group Sales 115-6 329:5 1122 322.8 436:4 
Group Trading Profit 
before Interest 6-1 172 5.9 14-9 20:0 
interest Charges 0-1 0:3 0-1 0-2 0-6 
Group Profit before 
Taxation 6-0 16-9 5.8 147 19-4 
Taxation (see note) 2:4 68 2-3 5- 7. 
Net Profit ofthe Group 3:6 10-4 3:5 8 11-5 
Depreciation charged іп P 
arriving at Trading 
Profit 13 35 0-8 2:4 39 
a 








But the 1971 figures include for the first time earnings from 
October сї, 1970, for Dollond & Aitchison, from January rst, 
1971, for Ritmeester, from February 1st, 1971, for F. A. Hughes 
& Co anc from September 15th, 1971, for Warriner. & Mason 
(Holdings). New non-tobacco earnings will soon be coming 
from Saunders Valve Company. 

There is comment from Mr Mark Norman, the chairman, 
on the effect of cost inflation and price restraint on a static 
tobacco business and that improvement in earnings comes 
largely because of the performance of the non-tobacco sub- 
sidiaries, That makes the separation of earnings all me more 
desirable. 


Terminclogy table? 


There is also a nice differentiation from Gallaher in the form 
of words used in forecasting likely full year results. Last July 
it was considered that the 1971 results ‘would only slightly 
exceed those for 1970’. Now the boardroom inclination is to 
‘expect group profits for the whole of 1971 to be rather better 
than those for 1970’. 

The difference between ‘slightly exceed’ and ‘rather better’ 
is not easy to judge. Could it be that ‘slightly exceed’ is anything 
up to 5 per cent, and that ‘rather better’ is something between 
5 per cent and 10 per cent? 

Beyond that we come into the realms of ‘some improvement’ 
or even ‘worth-while improvement’ and ‘well exceed’. Thereafter 
comes the heady stuff of ‘substantially exceed’ and the like. 

Perhaps there ought to be drawn up an agreed terminology- 
percentage table beginning with ‘maintained’ and ending with 
‘substantially exceed’. There could also be a reverse ratio 
beginning with ‘maintained’ and running down from ‘margin- 


_ally lower , through ‘slightly reduced’ and ‘distinctly poor’ to 


‘substanticlly lower’ and even ‘disastrous’. 

Forecaszing without figures would then at least have some 
common ground. There would have to be one proviso – the 
banning o? ‘satisfactory’ as a descriptive word; the ban to ex- 
tend to tae use-of ‘satisfactory’ in all its forms, including 
‘satisfactory under the circumstances’. 
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Спу · Notes 


UST what the stock-market was ad to do following 

the majority vote for Common Market entry can never be 
properly established. What the stock-market did was simply 
to carry on in its own sour way as if nothing had happened. 
That was reasonable enough, since nothing had happened that 
was going to alter the way. of British economic and industrial 
life within the next six months or even twelve. 

‘The next six months, which is the period that the stock-market 
traditionallv discounts, is going to be concerned with a high and 
rising level of unemployment and a so-called consumer boom 
that may not be strong enough to haul capital investment along 
in its: wake. The Financial Times 30-Share Index having nudged 
the 400 mark, there are plenty of prophets who talk the index 
down again, with 380 as a popularly forecast lower limit. 

These are largely the same prophets who were forecasting 
boom without end a little while back, but they have learned 
wisdom in the interim. And here, of course, is the stock-market’ 5 
dilemma. 

However confident stockbrokers and their - chartists and 
analysts may be about the longer term future, they now have 
to admit, in the main, that the short-term prospect is for a 
generally lower level of prices. Once that prospect is admitted, 
there is unfikely to be much buying based on the longer term 
prospect. Admit the probability that prices will go down and you 
haye marred your case for longer term buying. 


S* * * * 


HE decision of Slater Walker Insurance to reject unit- 

linked or property-linked life assurance in favour of long- 
established life assurance principles has been generally wel- 
comed. Modern idiom ‘has been applied to established principles 
and the structure simplified. The Slater Walker decision was 
not necessarily taken because unit-linked and property-linked 
policies are currently the subject of investigation. Had Slater 
Walker’s research made the benefits of such policies clearly 
desirable there is little doubt that Slater Walker would have 
gone the ‘link’. way. 


What research and discussion did show was that there was 
more in favour of improving the old, trusted and tried actuarial 
forms of life assurance than there was in favour of unit- or 
property-linked operations. 
actuarial form, the ratchet-type structure in which declared 
gains within the life funds and passed to policy-holders are 
irrevocable. 

* * * 
N OVEMBER 23rd and 24th have been booked as the dates 
for the next meeting of The Group of Ten. The meetings 
in Rome will be another attempt to break the international 
currency deadlock and to begin some kind of a concerted move 
towards agreed currency parities. It is broadly accepted, 


‘however, that politics rather than technicalities are the obstacle ` 


to agreement. If the politicians could provide the technicians 


_with even a chance to work, progress could be made. 


* * * * 


TTHDRAWAL of Allied Breweries from the confronta-- 


tion with Trust Houses Forte has provided the City with 
an intriguing twist on the usual bid situation. All that was ever 
publicly admitted in this affair was that Allied Breweries had 
suggested talks about a possible merger with THF. The rest 
was conjecture, although it was not at all difficult to surmise just 
What was going one. And just as the situation was beginning to 
look interesting, THF stopped the whole business by saying, 
in effect, “Bid – or go’. 

This the City, and more particularly the stock-market, 
understands. Stockbrokers are sometimes brought up sharply . 
by a jobber's direct question of “Are you a dealer? Which 
effectively means ‘If you aren't, don't waste my time’. 

'The majority of shareholders in Allied Breweries should be 


well pleased by the THF rebuff. Allied plus THE might in due . 
time have proved good business, but the long period waiting for . 


the merger to come good would have been a serious matter for. 


the Allied share price and, therefore, for Allied shareholders. y. 


RATES AND PRICES 


Closing prices, Tuesday, November 2nd, 1971 


Tax Reserve Certificates: (29.9.71) Companies 3196; 
2% surrendered for cash; Personal 34% 


s Bank Rate 
Nov, 18, 1957 .. 8% Mar. 5, 1970 | 79$ 
Маг. 21, 1958 .. .. 74% April 15, 1970 7% 
` Sept. 19, 1968 .. e 7% April 1, 1971 .. 6% 
Sept. 2, 1971 ME 2 5% 


Feb. 27,1969 .. .. 8% 


Finance House Base Rate – November rst, 1971. 52% Р 


Treasury Bills | 
Aug. 27 . £58052% Oct. 1 e £47235% 
Sept. 5 .. £49165% Oct. 8 . £46763% 
Sept. 10 . £48633% Oct. 15 . 44610395 
Sept. 17  .. . £48049% Oct. 22 . £4:5723% 
Sept. 24 .. » £47531% ^ Oct. 29 . £4°5610% 
Money Rates 
Day to day .. 4-44% | Bank Bills 
7 days : 41-418 96 2 menths - 435-48 76 
Fine Trade Bills 3 months 41-4895 
3 months . 54%. 4 months - 448-445 76 
4 months .. 54% 6 months E i. 
6 months .. 54% 


Particularly, there is, іп е, 


: Foreign Exchanges x 
New York .. 2:4928 , Frankfurt 8-3150 . 
Montreal 2:5032 Milan 152725 
Amsterdam . 8:3477 Oslo 17:0975 
Brussels vs 116:13 Paris a . 1377787 
Copenhagen .. 18-1125 Zürich . .. zi 9'9425 
Gilt-edged 
Consols 4% 46i Funding 64% 85-87; .. 874 
Consols 24% 28i Savings 3% 65-75 .. 9235 
Coriversion 3395 .. 40} Treasury 9% 1994 ..102 
Conversion 54% 1974 99 dt Treasury 64% 1976 101 dy 
Conversion 6% 1972 . 1008 Treasury 34% 77-80 843 
Funding 34% 99-04 50% Treasury 34% 79-81 814 
Funding 4% 60-90 97$ Treasury 5% 86-89 73i 
Funding 5195 78-80  .. 93 Treasury 54% o8—12 663 
Funding 54% 82-84 _ ..' 89i Treasury 24% 28&, 
Funding 52% 87-91 79 Victory 496 >- .. 97% 
Funding 6% 1993 774 War Loan 34% .. 39% 
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Letters 





Company Searches 


SIR, - No one can deny the Registrar of Companies, reference 
his letter in your issue of October 21st, that it is his staff who 
carry out the procedure for progress-chasing of individual 
companies who are late in delivering their financial returns. 

Surely the legislation passed to provide the public with up- 
to-date information on registered companies, is failing and the 
point in your editorial footnote is substantiated. 

There is good reason for complaint, where quite a number of 
operating companies have avoided their statutory obligations as 
far back as 1966. The reason why there are not many more 
complaints from the public lies in the time required to bring the 
information up to date. This time factor may be between four 
and eight months. 

Is it not time that some immediate penalty be applied for late 
delivery of records without proper reasons? It would appear 
from the Registrar’s letter that at present he has only the 
ultimate threat of removing the company’s name from the 
register. 

Yours faithfully, 
STUDENT. 


Accounting for Inflation 


Sir, - The dialectical exchange between Mr W. E. Parker and 
yourself (September 23rd), regarding his Cambridge address, 
was imbued with proper courtesy and decorum. Indeed, the 
point at issue is obscure, except in the context of Mr Parker’s 
dominant role — at least during the past decade – in the trans- 
mutation of the objectivity of Recommendation N 15 into the 
subjective special pleading of that abomination entitled Infla- 
tion and accounts, recently issued by the Accounting Standards 
Steering Committee [The Accountant, September 2nd]. 
Recommendation N 15 is simple and unambiguous: ‘His- 
torical cost should continue to be the basis on which annual 
accounts should be prepared and, in consequence, the basis on 
which profits shown by such accounts are computed... ^ 


Then – as a sop to the siren voices even then on the Council — 


was added the tautology regarding ‘limitations’ [paragraph 28], 
so eagerly pursued, subsequently, by the replacement-costers, 
the CPPs and other ‘flat-earthers’; without pause to reflect that 
such a rider should similarly be added to any other conceivable 
basis of accounting — i.e., that it cannot reflect the ‘whole truth’, 
but merely a facet thereof. 

Mr Parker's contributions to the dialogue of the past decade 
have been so delicately ‘balanced’, so subtle his nuances, that, 
prior to the carefully planned and organized Cambridge teach-in, 
his true inclination has often been dissembled. Your more 
diligent readers, however, would have recognized his point of 
departure (i.e., away from the essence of N 15), in your report 
(October 6th, 1962) of his contribution to the debate on 
"Changes in the purchasing power of money', at the Eighth 
International Congress (New York, 1962). 

That Congress saw a revival of the American-Dutch heresies, 
following their resounding defeat at the Sixth International 
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Congress (London, 1952), by N 15 and its advocates; and Mr 
Parker's 1962 effort lent impetus to that revival. 'T'his obvious 
challenze to N 15 should have been the occasion when any 
member of the ICA Council (however lukewarm his support of 
N 15) should have ‘stood up and been counted’. Imagine, 
therefore, my surprise and dismay when I read that Mr Parker — 
a prominent member of the ICA Council (clearly with ‘a baton 
in his knapsack’) and President of the London Students’ 
Society – as the main (if not sole) English contributor to the 
debate, had based his essay not on a vigorous defence of N 15 
but- with the apologia of ‘discussion points’ – unashamedly 


. popularized its antithesis. 


Mr Parker’s 1962 initiative was, however, merely the ‘tip of 
the iceberg’ drifting around since 1952 — its menacing nature 
not fully revealed prior to the Cambridge indoctrination process 
and the machinations of the ASSC - aimed at sinking N 15, 
emasculating objective accounting, and introducing -as а 
mandatory standard — phantasmagoria, adulterated by specula- 
tion and conjecture, in order ‘to represent the best practicable 
solutior. from the standpoint of the equity stockholder' (W. E. 
Parker, The Accountant, October 6th, 1962). In the last analysis – 
as I observed in my contribution to the 1952 (London) Congress 
— the plea is for tax concessions for the beneficiaries of inflation, 
at the expense of its victims. 

In a worthier cause, the sheer persistence of the traducers of 
N 15 would be commendable; they shrug off defeat after defeat, 
trying in vain to dispute the view of a famous — or*infamous — 
Russiar ‘revisionist’ that ‘facts are stubborn things’ (Lenin). 
Immed ately following the issue of N 15 (as noted in the 
Institute Members’ Handbook) a series of abortive meetings 
was held with other accountancy bodies to explore the ‘limita- 
tions’ rider; and even more abortive meetings between ac- 
countarts and economists, the only positive outcome whereof 
was the confusion of some distinguished accountants (few of 
whom have made any serious study of the national accounts in 
the Blue Books) in applying to business accounts criteria 
properly applicable to the national accounts. 

One of the earlier P. D. Leake fellowships was granted to Mr 
Lionel Wilk, D.F.C., M.A., F.C.A., for exploration into the realm 
of fluctuating prices and accounts; but such was his objectivity = 
he supported the conclusion of The Economist, that ‘of all the 
comporents of the national income, profits make the quickest 
response to inflation’ — that his work had quickly to be relegated 
to limbo. In 1957 a ‘limitations’ subcommittee of the Taxation 
and Research Committee reported favourably; but its report 
did not survive its first exposure to reality when discussed at 
its one and only meeting of the joint representatives to which I 
had presented a paper including a complete pro forma set of 
‘additional accounts’ showing that ~ as a net debtor — the equity ` 
shareholders’ profits are generally increased by inflation. 

More fruitful, seemingly, was the 1968 paper Accounting for 
Stewarcship in a Period of Inflation, published by the Research 
Founda‘ion of the ICA; until, in a letter in the Financial ‘Times 
(May 1-th, 1971), I exposed its false premise – that on balance 
the equity shareholder is a net creditor – contrary to the data 
published annually in the Central Office. of Information’s 
Annual Digest and monthly in Financial Statistics. 

‘Similarly, What is Profit? (last year’s Cambridge indoctrina- 
tion effcrt) was doing very nicely until Jim Slater referred to the 
*super-profits! of inflation; and none could deny his expertise. 

For etrontery, the ASSC ‘discussion paper’ takes the biscuit: 
‘Under conditions of inflation, it is likely that the profit-shown 
in a trading organization's accounts will be an overstatement 
of the pzofit in terms of current purchasing power . . ." followed 
by examples disclosing that net assets of £809,000 rising during 
the yeaz to £938,000 (before dividends), i.e., an increase of 
Á129,0co, represents a profit of only ‘CPP £101,000’. One 
would imagine that the distinguished members of the ASSC 
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had never heard of the Spanish Prospecting case; nor, indeed, of 
the late Sir Arthur Feavearyear, author of the definitive Pound 
Sterling - the *CPP/". 

And now the Cambridge teach-in has completed the con- 
volutions whereby N 15isto be dismembered. It was an historic 
event; when I learned, from the Institute Newsletter, that only 
two speakers ( (out of four) had initially been invited — Professor 
Paish, who had fulminated against N 15 both in writing and 
orally before the 1955 Royal Commission on Taxation, and 
Mr Vermuelen, who had, in practice, ‘cocked a snook’ at it for 
two decades — I suggested that it might be seemly that one of the 
remaining speakers should be a devotee of N 15; and that if 
none remained on the Council, I would volunteer to be ‘thrown 
to the lions’. The President’s reply was unusually delayed; and 
informed me, with regret, that the remaining invitations had 
been issued. In the outcome it seemed a case wherein all the 
foxes without tails had joined the anti-tail party; with Mr 
Parker - who had started the hare in New York in 1962 – as 
the ‘independent chairman’. What a pity that his balancing act, 
on this occasion, was so rudely debunked by the revelries of the 
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Contracting Site Valuations and 
Work in Progress 


Sir, ~ The article under the above heading in your issue dated 
October 21st must have created hilarity throughout the building 
and civil engineering contracting industry. This hilarity will be 
echoed throughout the offices of many eminent firms where an 
accountant reads the concern expressed by Mr McGlashan 
under the sub-heading ‘Auditing’ (first paragraph). 

The accountants concerned with the industry have got well | 
past the textbook stage in dealing on modern lines with the | 
peculiar problems of the industry. Site valuations are the. 
procedure whereby under the standard contract form the con- 
tractor obtains payments on account. These valuations: are 
also useful if properly used for control purposes by the manage- 
ment, but there is no place for them in the ‘accounts’ other than 
the actual payment received. 

Work in progress would, I hope, be valued at direct cost or 
realizable value whichever is the lower. Until practical compl 
tion (or the end of the defects liability period) there can be no 

























final day! 


Yours faithfully, 


Cheam, Surrey. 


London Accountants’ Residential Conference 


PENING last week's residential 

conference for members of the 
London and District Society of Chartered 
Accountants at Brighton, the Deputy 
President of the Institute, Mr D. S. 
Morpeth, T.D., B.COM., F.C.&, claimed 
that over the past ten years successive 
Finance Acts had followed a pattern 
which — whilst possibly contributing to 
an increased standard of living for ac- 
countants — had borne hardly upon the 
ordinary taxpayer. It should be possible, 
said Mr Morpeth, for the individual to 
arrange his aífairs without the fear of 
having his efforts nullified in the follow- 
ing year. 

The 1971 Finance Act had shown a 
welcome break in this dismal pattern, 
and included several features for which 
the accountancy profession had been 
campaigning; amongst these Mr Morpeth 
instanced the unification of income tax 
and surtax, and improved treatment for 
pensions for the self-employed. There was 
evidence that the objectivity of the pro- 
fession was welcomed by the Treasury, 
in contrast to representations from other 
quarters which were sometimes motivated 
only by self-interest. 


General provisions 


Following Mr Morpeth’s introduction, 
Messrs John Jeffrey-Cook, r.c.4., Michael 


JACK CLAYTON, F.c.a. 


certainty that profit has been earned. 


MANAGEMENT ACCOUNTANT (RETIRED). 


Yours faithfully, 





Finance Act 1971 


Holland, B.A., А.С.А., and Halmer Hudson, 
F.C.A., outlined the principal effects of 
chapter I of the Act, dealing with income 
tax and corporation tax. 

Section 16 has repealed the 'aggrega- 
tion' provisions of the Finance Act 1968 
with effect from April 6th, 1972 — thus 
reviving the usefulness of covenants by 
grandparents to pay school fees — and also 
recognized the reduction in the age of 
legal majority to 18. Under section 17, 
the right of a partnership to elect for the 
continuing basis of assessment following 
a change in its membership is available 
for two years after the change instead of 
one — a provision which, whilst welcome 
in some respects, may also lead to the 
all-important date being overlooked! 

Sections 21 and 22 of the Act, together 
with the third schedule, deal at some 
length with occupational pensionschemes. 
Existing. schemes, of which there are 
approximately 65,000, must comply with 
the new rules if the scheme is altered 
after April 6th, 1973. There is at present 
no authoritative guidance as to what may 
constitute an ‘alteration’, and whilst it has 
been suggested that this proviso will apply 
only to alterations of substance, the point 
should be watched. It should be noted 
further that the 1971 changes are 
grafted on to existing legislation, in 
particular the basic conditions (which 





may, however, be waived at the Revenue's 
discretion) in section 19 of the Finance. | 
Act 1970. e 

Paragraph 12 of Schedule 3 defines. 
final pay for pension purposes in terms: | 
which may be an embarrassment to those 
wishing to work part-time for their © 


concluding years of service, and should be | 


carefully watched. Under section 22 (3). 


of the Act, a scheme may be amended. 
even in the absence of consent in its: 


own trust deed. ; 

Following the unification of income tax . 
and surtax, section 24 of the Act permits. 
the spread of ‘overlapping’ surtax liabili- 
ties on terms considerably more advan- 


tageous than were originally proposed in. | 


the Finance Bill; possibly representations |. . 


from the profession may have helped 5 


to this result. 


Capital gains and estate duty 

The first individual presentation, dealing 
with sections 55-62 of the Act, was by - 
Mr Halmer Hudson. This part of the. 
Act deals with amendments to capital 


gains tax and estate duty. Аз he remarked, = 


the repeal of betterment levy is unlikely 
to have caused any tears save to those 
who had diligently absorbed its pro- 
visions! It should be noted that where,a 
disposal occurred before July 23rd, 
1970, but the conveyance was not com- 
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pleted until after July 23rd and the dis- 
posal was not charged to betterment 
levy, it should be treated as occurring 
on July 23rd, 1970, for capital gains tax 
purposes. This appears likely to affect 
a considerable number of transactions. 

Case VII of Schedule D, dealing with 
taxation of short-term capital gains, is 
repealed by section 56 of the 1971 Act. 
Unused Case VII losses at April 5th, 
1971, may be carried forward against 
capital gains tax, subject to the existing 
restrictions in the case of disposals to 
connected persons. 

Several rules affecting gilt-edged securi- 
ties have been introduced by Schedule ro 
of the Finance Act 1971. Such securities 
may give rise to a chargeable gain or 
allowable loss if held for twelve months 
or less, but are exempt if held for more 
than twelve months. Exemption is also 
available if the securities were acquired 
on death, as a legatee, or on becoming 
absolutely entitled as against trustees. 
Paragraph 6 of Schedule 1o provides that 
in the case of acquisition and disposal of 
securities ‘by the same person on the 
same day and in the same capacity' such 
securities shall be treated as acquired or 
disposed of by a single transaction. 

Section 57 exempts from capital gains 
tax disposals by individuals if the total 
consideration does not exceed £500 in 
the year of assessment. ‘Marginal relief’ 
of half the excess over £500 is available 
up to the limit of £1,250, husband and 
wife being treated as a single person. 
Where small gains are exempted under 
section 57, any previously available losses 
may be carried forward in their entirety, 
ignoring the exempted year; but losses 
arising in the exempt year must 
be set first against the gains and 
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The Deputy President of the Institute, Mr 0. 5. Morpeth, T.D., B.Com., F.C.A. (extreme right), 
in conversation with Mr lan Macfarlane, F.C.A., leader of group E (/eft), and Mr Michael 
Holland, B.A., A.C.A., one of the speakers. 


only the net loss carried forward. 

Death after March 30th, 1971, does 
not give rise to capital gains tax liability; 
personal representatives are deemed to 
have acquired the assets at market 
value at the date of death, no chargeable 
gain or allowable loss arising. Similarly, 
personal representatives have no charge- 
able gains when they dispose to a legatee. 


Reform of corporation tax 

As a former Inspector of ‘Taxes, Mr 
Holland confessed that it was something 
of a novelty for him to be looking into 
the future rather than concerning himself 
with matters which were one, two or 





Between sessions, the conference chairman, Mr Derek E. Cox, F.C.A. (centre), dealing with a 
point raised by Mr J. E. Ladeveze, F.C.A., leader of group C (/eft), and Mr F. E. Falk, F.C.A. 
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even ten years past. Referring to the 
Green Paper on the Reform of Corporation 
Tax (Cmnd 4630, The Accountant, 
April 8th) he traced the politica! back- 
ground of discrimination against dis- 
tributed profits since 1945, and suggested 
that the policy of the present government 
was to ‘unscramble the mess that cor- 
poration tax has got itself into’. 

Amongst the Green Paper proposals, 
it was provided that the concept of 
‘franked’ income should continue and 
that dividends paid were to be regarded 
as paid in the first place as out of franked 
investment income. The Institute of 
Chartered Accountants in England and 
Wales had suggested the relation of 
dividends to the profits of a year ending 
not more than 18 months previously, 
which Mr Holland thought reasonable. 

The Government apparently intended 
to return to the pre-1965 position in 
regard to company profits, and had taken 
the first steps to that end in 1971. 
Amending legislation had been promised 
'in the spring of next year', which might 
indicate the Finance Bill 1972. 


‘Unitax’ 

Mr John Jeffrey-Cook, the first speaker 
on Saturday morning, stressed the logical 
basis for sections 32 to 39 of the Finance 
Act 1971 (as explained in the White 
Paper, Cmnd 4653). At present, income 
tax and surtax were two separate duties, 
separately assessed and collected; and 
whilst the system assumed that income 
was basically ‘unearned’ and then in- 
troduced adjustments for earned income, 
approximately 95 per cent of taxable 
incomes were, in fact, earned. 
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The Government now envisaged a 
single graduated tax starting at a basic 
rate of 30 per cent and proceeding by 
progressive stages to a maximum of 75 
per cent. An investment income sur- 
charge was envisaged as the converse 
of earned income relief, at rates which 
have yet to be determined; Mr Jeffrey- 
Cook suggested that a maximum of £500 
was likely to be exempt from the sur- 
charge, and that investment incomes 
above this figure would be subject to a 
surcharge of 1o per cent. 

All reliefs based on the present ‘two- 
ninths’ fraction would disappear, in- 
cluding earned income relief, small 
income exemption and old age relief. 
Other personal allowances, as specified 
in section 33 of the Act, were increased 
to nine-sevenths of the present amount. 

The building society net tax arrange- 
ment would remain unchanged in prin- 
ciple, although by reason of the reduced 
basic rate a ‘net rate’ paid to depositors 
by a building society of 5 per cent would 
be equivalent to 7-14 per cent gross and 
not 8-16 pet cent as at present. 

In the case of charitable payments 
under deeds of covenant, there would be 
no effect (taking into account the present 
restriction on earned income) to the 
taxpayer where such covenants were at 
present covered by earned income, but 
covenanted gifts out of unearned income 
would be disadvantageous to the taxpayer 
by approximately £9 per 100. From 1973 
onwards, cevenants to pay a net sum 
would become disadvantageous to the 
recipient charity and less expensive to 
the earned income taxpayer; the practical 
remedy would be for charities to invite 
their covenantors to execute new cov- 
enants for a proportionately increased 
amount. 


Value added tax 


Mr Michael Holland then outlined the 
proposals for value added tax as con- 
tained in the Government’s Green Paper 
(Cmnd 4621). VAT is a tax on consump- 
tion, evenly spread over all goods and 
services, which has been generally adopted 
throughout EEC. Within the United 
Kingdom, it is intended to replace pur- 
chase tax and SET, which at present 
together account for approximately 14:6 
per cent of the national revenue. The 
Green Paper mentions and dismisses two 
possible alternatives to VA'T, namely a, 
retail sales tax which is thought to be 
dificult to collect and administer, and a 
‘cascade’ tax, the experience of which in 
other countries has been adverse, parti- 
cularly in relation to import and export 
transactions. 

He mentioned also the political and 
economic influence on VAT rates on 
certain classes of transactions. There was 
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pressure, for instance, for exemption of 
foodstuffs, although this might lead to 
hidden tax effects in relation to such 
components as transport charges. Zero- 
rating appeared likely to be restricted to 
export trade. Banking transactions were 
suggested as potentially exempt, although 
this would appear inequitable if banks 
were offering services comparable to those 
of accountants or solicitors, who would 
be liable to VAT. Possibly banks would 
enjoy a partial exemption in respect of 
certain classes of business only. 

Mr Holland made no attempt to fore- 
cast the rates of VAT which might be 
applied in the United Kingdom, and 
drew attention to the wide range at 
present in force in other countries. 


Close companies and retirement 
annuities 

M- К. S. Carmichael, F.c.a., then out- 
lined the provisions of sections 20 and 
25 of the 1971 Act (though in the reverse 
order). 

Section 25 alleviates a number of the 
existing close company provisions. Thus, 
for instance, the previous shortfall limits 
of £9,000 and £1,500 are increased to 
£15,000 and £5,000 respectively, whilst 
the deduction in respect of distributable 
investment income is increased from 
£200 to £500. These increases are sub- 
ject to apportionment in the case of 
accounting periods spanning March 3oth, 
1971. Under section 25 (3), investment 
income (other than from investments in 
subsidiary companies) and interest on a 
trade debt is to be regarded as ‘incidental’ 
to the company’s trade. 

Relief for self-employed retirement 
annuities has been increased from 10 per 
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cent of relevant earnings with a maximum 
of £750 to 15 per cent of relevant earnings 
with a maximum of £1,500. Payments 
for a widow’s annuity may be up to 5 per 
cent of relevant earnings with a maximum 
of £500 per annum (to be included as 
part of the 15 per cent and £1,500). 

Section 20 (3) introduces a valuable 
commutation right for a lump sum not 
exceeding three times the annual amount 
of the remaining part of the annuity. 
Mr Carmichael drew attention to how 
the taxpayer’s spendable income might be 
improved by taking advantage of the 
commutation right and applying this sum 
towards a purchased annuity. 


Capital allowances 


After Saturday’s lunch, Mr Carmichael 
returned to the rostrum to deal with the 
new capital allowances structure con- 
tained in part 3 and Schedule 8 of the 
Act. These changes, as indicated in the 
White Paper Investment Incentives (Cmnd 
4516, The Accountant, November 5th 
and December 24th, 1970) are effective 
in respect of additions to plant and 
machinery on and after October 27th last. 
This was followed in turn by an open 
forum in which all the speakers dealt 
with questions framed by the discussion 
groups. 

In thanking the speakers, the confer- 
ence chairman, Mr Derek Cox, r.c.A., 
stressed the enormous value of the contri- 
bution made by those who were prepared 
to take an active part in Institute affairs. 
The accountancy profession, he said, 
like other established institutions had 
attracted a great deal of criticism in recent 
years; it was important that such criticism 
should be authoritatively refuted. 
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Mr Halmer Hudson, F.C.A., with the lady members of the conference (from left to right), See 
Hudson (Society's programme assistant), Doris Hutchings, F.C.A., and Barbara Culverhouse, 


F.C.A. 
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Practitioners' Views on ICA Training 


Proposals 


O stimulate response to the English 
Institute's discussion paper 'A Policy 
"for Education and Training’ (The 
Accountant, August 12th), the London 
and District Society of Chartered Ac- 
--countants distributed copies to a sample 
of member-firms throughout Greater 
| London. Without prejudice to other 
proposals, members were invited to 
comment upon the following features in 
| particular: 


(1) Compulsory nine months' prelimin- 
ary courses. 

(2) Mature entry requirements. [The 
Accountant, June 17th and August 
12th.] 

(3) Special conditions for graduates. 

(4) Three months’ oral tuition prior to 
each examination. 

(s) Compulsory use of the articled 
clerks’ training record. [The Ac- 
countant, August 5th.] 

(6) Duration of articled service. 

(7) Introduction of post-qualifying tests. 


The response to the questionnaire was 
almost disappointingly low, and out of 
· 300 firms approached, only 38 (1277 per 
cent) replied. Approximately two-thirds 
of the replies came from firms classified 
^ as ‘large’ or ‘medium-sized’, and the same 
` proportion (though not necessarily the 
same firms) from the City of London. 
Only one-third of replies came from 
firms in the ‘small to medium-sized’ 
bracket, although these formed 60 per 
«ent of the initial sample. 
|, Amongst those who replied, there was 
гоа unanimity on some points and a 
‘sharp cleavage of opinion on others. 


Nine months’ course 


Thirty-six firms (98 per cent of all re- 
' plies) commented on the proposal for а 
compulsory nine months’ course which 
should not count as part of articled 
service; and 31 were in favour, either 
wholly or with reservations. 

The reservation most commonly ex- 
pressed was whether, on present experi- 
ence, the standard of the courses would 
be high enough. Others wanted more 
uniformity between courses, or more 
control by the Institute, and some 
doubted whether it would be practicable 
to make the courses compulsory as early 
as September 1972. The five firms who 


objected to compulsory courses believed 
that either the academic standard would 
fall below the desired level, or the courses 
would be too academic. 

One reply suggested that to exclude 
the course time from the duration of 
articles would frustrate many intelligent 
and ambitious clerks, whilst another 
thought that school leavers would be 
deterred by the prospect of a further 
academic year. Fears were also expressed 
that the polytechnics might enrol pro- 
fessionally unsuitable candidates who 
were unlikely to be offered articles, thus 
wasting their own and the students' 
time. 


Mature entry requirements 


Of 24 firms who remarked on this feature, 
only three suggested any relaxatien of the 
present rule — which limits eligibility for 
concessions to those over 27 years of age 
with 10 years' approved experience, and 
which has been criticized in both The 
Accountant and Accountancy in recent 
months. 


Special conditions for gracuates 


Twenty firms expressed agreement with 
the proposals to encourage graduate 
entry to the profession, either in whole or 
in part. Seventeen favoured a shorter 
period of practical training, 15 agreed 
with exemption from the nine-months' 
course, and 18 would allow first-examin- 
ation exemptions to holders of a ‘relevant’ 
degree. 


Three months' oral 
pre-examination tuition 


'This proposal attracted the most op- 
position of any, and out of 29 firms who 
remarked upon it (76 per cent of replies), 
only four were unreservedly in favour. 
Sixteen opposed it, and 9 more offered 
various reservations. 

In general, three periods of three 
months were considered too long, and 
many felt it would make the lazy lazier 
and encourage cramming in the period 
immediately before the exams, instead of 
regular study over a number of months. 

A number of firms stated that clerks 
would not be ‘cost effective’ if they were 
absent on study leave more than at 


present. Some firms stated that they 
would be reluctant to pay clerks during 
full-time tuition, and that full-time 
tuition was an added deterrent to firms to 
employing articled clerks. 


Compulsory training record 


Twenty-eight out of 32 firms (84 per 
cent of replies) who commented on this 
feature favoured the case for a training 
record in whole or in part, though several 
introduced material reservations. These 
included a demand for a simpler form of 
record than that so far preposed, and 
doubts whether the Institute could 
adequately police the scheme without 
an unacceptable administrative and finan- 
cial burden. It was also suggested that 
records would not be wholly honest if 
firms were liable to be penalized. 

Of four firms opposed to the use of 
the training record, one argued that the 
principal's certificate of fitness to sit the 
examination should be sufficient. 


Duration of articled service 


Only 22 firms (58 per cent of replies) 
commented on this feature, and almost 
unanimously agreed that the proposed 
periods of service, particularly for gradu- 
ates, were too short. Seven firms wanted 
the periods of full-time tuition to be 
reduced, one suggested that whilst the 
proposals might suit the top stratum of 
students, they would be too short for the 
average student, and one stated that the 
implied four weeks' holiday per year was 
excessive. 

Other criticisms were that clerks would 
get insufficient experience in the time 
allowed; and that the fragmentary nature 
of time spent on practical work inter- 
rupted by study leave and holidays would 
adversely affect training, and was pre- 
judicial to clients’ interests. It was also 
argued that examination failures should 
result in an automatic extension of 
articled service. 


Post-qualifying tests 


'The proposals to introduce tests of 
specialist knowledge at post-qualifying 
level, leading to the award of fellowship, 
attracted comment from 29 firms (77 
per cent of replies) Of these, 13 
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firms were in favour and 11 undecided. 

The relatively high proportion of ‘un- 
decided’ replies was attributed to the 
` fact that the proposals as submitted were 
too vague, and that alteration of the rules 
leading to fellowship would only be 
possible after an extended trial of post- 
qualification tests. 

Other criticisms voiced were that the 
tests would only be relevant to the 
comparatively small number of specialists, 
«whereas the majority of members in 
practice were general practitioners; and 
the proposals would have the dangerous 
· effect of encouraging over-specialization. 
It might also mislead the public into 
believing that an FCA was a better all- 
round accountant than an ACA, which 
would not necessarily be the case. 

It should be noted at this point that the 
sample made no provision for the views 
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of members not in practice, who might 


be closely affected by proposals for post- 
qualification specialization. 


Other features 


Amongst other features which attracted 
comment, the proposal that members 
wishing to practise should be required to 
complete two years of post-qualifying 
experience in a practising office attracted 
no opposition. 

Several firms commented in detail on 
the proposed new examination syllabus. 
One suggested that, with only three or 
four papers to be passed at one sitting, 
the proposals for referral in | single 
papers were unnecessary; another asked 
for such topics as law of contract, sale of 
goods, agency and suretyship to be 
excluded from the first law paper in 


Response from ALIA 


The Association of Lecturers in Accountancy states that in general it 
welcomes the Institute's discussion document and believes the pattern of 
education and training is well thought out. ‘Roundabout’ sets out below 
the main points of view expressed by the Association. 


HE Association. of Lecturers in 

Accountancy notes that the Institute 
continues to mention the 'junior quali- 
fication’ as an afterthought. A com- 
bination of a compulsory nine-month 
“course and a move towards majority 
graduate entry will make trainee ac- 
countants more expensive and thus 
there 1s likely to be a need for the tech- 
nician. It is therefore vital that a job 
specification, a necessary precursor to a 
scheme of education and training, should 
be drawn. 

ALIA regrets that there is no positive 

declaration of an intention to move 

towards graduate entry, but notes with 
satisfaction the arrangements made to 
distinguish between different degrees 
and to provide for conversion courses. It 
welcomes, however, the recent change to 
‘A’ level entry. 

Disappointment is expressed by the 
АТЛА that there is no evidence of change 
in methods of testing and examining. 

Although reference is made to the testing 
of ‘understanding’, the presentation of 
"the syllabuses and the absence of any 
statement of intent or inter-disciplinary 
tests and case studies, seems to imply 
that little consideration has been given to 


changes in methods. There is an urgent 
need for research and experiment in this 
field. It views with regret that there is no 
declaration of a willingness to seek ways 
of working with the other bodies in order 
to achieve rationalization in the use of 
educational resources by means of 
modular systems. 

On release provision, the ALIA notes 
with pleasure that minimum compulsory 
release is provided for, but would want 
to see more detail of the pattern of such 
release. The statement (paragraph 19) 
does not make the planning of courses 
any more certain than now. With regard 
to student numbers, ALIA is still of the 
opinion that, if the Institute wishes to use 
public sector educational facilities beyond 
the nine-month course, then estimates of 
demand over the next four-five years 
will have to be attempted. There is no 
other way of ensuring that the required 
facilities will be available. 

ALIA again urges that the intended 
expansion in the use of educational 
facilities will be thwarted unless stren- 
uous efforts are made to increase the 
supply of suitable teaching staff. There is 
an urgent need for talks between the 
Institute, the Department of Education 
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favour of the basic law relating to the 
appointment of auditors, which might be: . 
of more general value. Several firms. 
thought that the proposed time-table ^ 
of examinations should pay more regard 
to ‘peaks’ of work in professional offices 
following the December 31st and March 
31st year-ends. Ue 
There was no significant level ofo 
comment either on the recent decision | 
to accept GCE passes in accounting sub- 
jects, or on the proposal to encourage 
‘sandwich’ courses in professionally геје- 7. 
vant subjects. 
In a letter to those firms which partici- 
pated in the questionnaire, Mr P. J, 
Gilbert, Assistant Secretary of the Lon- © 
don and District Society, thanked 
members for their time, effort and care 
devoted to producing these comments, 
which he said had been most valuable. 





and Science, the local education authori- ^: 
ties and teachers on this matter. | 

So far as post-qualification education is 
concerned, the ALIA accepts the need . 
for post-qualification education and urges 
that consideration be given to the pro-. 
vision of such education through the 
medium of postgraduate diplomas and: 
full- and part-time masters degrees. 'T'he 
ALIA regrets that there is no mention of 
the Advisory Board of Accountancy 
Education in the document. The potential 
contribution by the ABAE in making the 
best possible use of scarce educational: 
resources is considerable and every- 
effort should be made to strengthen it. 





EXECUTIVE COMMITTEE'S 
COMMENTS 


The Executive Committee has discussed 
the document at length and the following 
comments, additional to the general 
views expressed above, are put forward. 
No attempt was made to examine the 
details of the syllabuses, since it was felt 
that agreed comment was unlikely and in 
any event most members would submit 
their comments to the Institute as- 
individuals. ; 

On the section dealing with the general- 
pattern of education and training, mem- 
bers of the Executive Committee. ex- 
pressed particular satisfaction that the 
HND in business studies will receive 
recognition as being equivalent to "He 
nine-month course. 

















Entry standards 

Presumably the change to ‘A’ level entry 
reflects a desire to equate entry to the 
Institute with entry to a degree. Some 
members felt that if this is the case, then 
in addition to excluding certain Zu level: | 


nine-month course. 
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subjects, surely there should also be a 
qualification in respect of the grade of 
‘A’ level that is acceptable. Few students 
would gain entry to a degree course with 
two ‘A’ levels at grade E! 

It was assumed that as a non-graduate, 
the mature entrant will have to take the 
Apart from the 
. difficulties of gaining release, it was felt 
Љу some that a mature entrant with an 
ONC or HNC in business studies should 
| пої be required to undertake the founda- 
s tion stage. 

“SA and ‘О’ level accounting subjects 
c ought only to be accepted if the nine- 
|;month accounting course is indeed con- 
с сера] in approach. If this is not so then 
‘the entrant will merely be repeating a 
subject in his full-time course. 

v. Paragraph 7 was welcomed, although 
vthere were doubts about the conse- 
quences expressed when it was read in 
| conjunction with paragraph 21. For the 
|. sandwich element to be recognized, must 
. it be under the training contract, because 
1 so then it is unlikely that many degree- 
|, awarding institutions will accept such 
ss intrusion. A way must be found for the 


|. Institute to recognize such training, 


whilst leaving the design, control and 
supervision of the period to the in- 
| Stitutions. 


Professional education 
по It was felt that the Institute should be 
clear about the consequences of the 
"action proposed in paragraph 11. If all 
< е polytechnics and, say, about ten other 
colleges are approached, then there will 
-still be only about forty centres and some 
of these will show little interest. It is 
obvious, therefore, that in some areas 
there will be no provision in the public 
sector. The Institute should be advised 
0 consider the provision on a regional 
_ «basis and recognize that some students 
«may have to be residential in another 
region. Here is another matter to be 
“discussed with the Department of Edu- 
cation and the local education authorities. 
If regional centres are recognized, then 
there is a need to liaise with the other 
bodies to make efficient use of scarce 


resources. There is, however, an in- 


herent danger in such a move, as the 
creation of regional colleges of account- 
ancy is considered by some members 
to be an undesirable specialization 











from an educational point of view. 

The intended move towards greater co- 
operation, mentioned in paragraph 12 was 
welcomed. 


Training and experience 


These words are not synonymous and 
care should be taken in devising schemes 
of office development to see that the 
objectives of both are achieved. Training 
involves a programme of instruction, 
demonstration and experiment in tech- 
niques and skills, whilst experience is a 
maturing process involving the assump- 
tion of progressively greater responsibility 
and the opportunity to practise techniques 
and apply knowledge. 

Whilst some members felt themselves 
unable to comment on the length of 
practical experience, others felt that the 
suggested arrangements were about right. 

The study leave provisions contain 
an anomaly in that a non-relevant 
graduate, with all three parts of the 
examinations to take (exactly the position 
of the non-graduate) will have only six 
months' leave as compared with the non- 
graduate who has nine months’ leave. It 
was felt it would be unreasonable to ask 
the colleges to arrange both three-month 
and two-month courses for each part of 
the examination. It was felt that arrange- 
ments for transferability will be necessary 
if small offices are to be permitted to 
train students. 

Referral is necessary to cover the 
deficiencies in the examination system. 
Some felt that there was a need for 
flexibility as the only criterion for 
judging the marginal student is ‘will he or 
will he not make an accountant?'. If the 
student is very near to the pass mark, then 
the answer is probably to pass him and if 
lie is not so near and his other marks are 
good, then the answer is probably to give 
him another chance in that subject. 


Examination dates 


The Executive Committee felt that the 
suggested scheme on the pattern of 
examination dates did very little to 
alleviate the problems of colleges. It is 
suggested that to hold three examinations 
a year for each part, with courses of 
approximately three months’ duration, 
would lead to a more efficient use of 
scarce resources. À plea was made that 
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the transitional period should be kept to 
an absolute minimum, as the existence of 
two packages of courses not only stretches 
the teaching resources to the limit, but it 
is difficult to motivate teaching staff with 
a ‘dying syllabus’. 

The Executive Committee hopes that 
the Institute will think again before 
setting up another set of examinations. 
Consideration should be given to the use 
of a thesis, a project and a case study as 
methods of testing. It would then be but 
a small step to use existing and proposed 
developments in postgraduate diplomas 
and part-time masters degrees. In any 
event, the need to recognize an even 
smaller number of regional centres will 
be essential. Finally, the Executive 
Committee would wish to encourage the 
use of existing facilities for technician 
education and training in the form of the 
ONC/D and HNC/D schemes in busi- 
ness studies. In the present situation of 
shortage of educational resources it would 
be folly to contemplate the setting up of 


another examination structure. 
• 


ACASS EXECUTIVE MEETING 


Among the subjects on the agenda of the 
ACASS Executive meeting held last 
Friday at Chartered Accountants’ Hall, 
Moorgate Place, were: exposure draft on 
education and training; report on action 
to be taken as a result of the September 
Council meeting; agenda for the In- 
stitute Liaison Committee; international 
liaison; a review of press publicity, and 
London students’ handbook. 


LIVERPOOL MEETINGS 


‘PLANNING for estate duty’ is the title 
of the next lecture meeting for members 
of the Liverpool CASA on November 
11th, when Mr J. N. К. Taylor, A.C.A., 
will explain how best to arrange an estate 
planning scheme for clients. A meeting 
which should be of equal interest will be 
that due to take place on November 
18th, when Мг Н. A. Bainbridge, F.c.a., 
will talk about the variety of functions 
involved in the management of both 
public and private companies. 

Members are asked to note that both 
the above meetings will be held in the 
Library, 5 Fenwick Street, commencing 
at 5 p.m. 


















November 4th, 1971 






Notes 
and 


Notices 
DT UOS 


PROFESSIONAL NOTICES 


BurLER Viney & Co, Chartered Ac- 
countants (with their associated firms 
Tuomson Grecory THOL & Co, J. & J. 
Sawyer & Co, and LESLIE MUSKETT & 
Co) and S. D. Crawrorp & Co, Char- 
tered Accountants, announce that their 
separate practices in London and Man- 
chester have been combined on November 
Ist, 1971. Mr E. N. C. HEWENS, F.C.A., 
senior partner of BUTLER VINEY & Co 
and their associated firms retired on 
October 31st, 1971, after 49 years' as- 
sociation with the firm. 'The combined 
firms will continue to practise under the 
same names and from London and 
Manchester. 

CHALMERS, IMPEY & Co, Chartered 
Accountants, announce that as from 
October 1st, 1971, they have taken into 
partnership Mr Davin Roy WHARRIE, 
A.C.A., who will be resident at their 
Liverpool office. 

Croypon & Co, Chartered Account- 
ants, of Windsor House, 46 Victoria 
Street, London SW1, announce that Mr 
D. І. T. MORGAN, A.C.A., was admitted 
as a partner as from October rst, 1971. 
Mr Моксах has been associated with the 
firm for some years and will practise 
at the Eastcote office. 

Joun Gorpon, WarroN & Со, Char- 
tered Accountants, of Leeds, announce 
the admission to partnership of Mr C. D. 
Номе, Е.С.А., on November rst, 1971. 

JosoLyNE Lavrow-BENNETT & Со 
(London) and Cune & Tarr (Edin- 
burgh) who have been associated for 
many years, announce that, whilst con- 
tinuing their existing practices, they have 
formed a joint firm in Edinburgh in the 
name of JOSOLYNE LavTON-BENNETT & 
Co. 

Kipsons, Chartered Accountants, of 
Sardinia House, 52 Lincoln's Inn Fields, 
London WC2, announce the admission 
to partnership on November 156, 1971, 
of Mr Deryck BOTTERILL, F.C.A. 
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J. M. PrruaN & Co, Chartered Ac- 
countants, of 62 Tottenham Court Road, 
London Wiz, announce that, having been 
associated with the practice of Pitman 
Cakebread & Co, of 52 High Street, 
Hampton Hill, Middlesex, since the 
latter firm commenced practice, the firms 
will practise with effect from October 
ist, 1971, under the title of Pitman 
Cakebread & Co, from 62 Tottenham 
Court Road, London Wir. The partners 
in the firm of Pitman Cakebread & Co 
remain Messrs J. M. Pitman, Е.С.А., 
Н. C. Loveridge, Е.С.А., D. J. Cakebread, 
F.c.A., and R. J. Clement, A.C.A. 

SHARP, Parsons, Tatton & Co, 
Chartered Accountants, of 1 College Hill, 
London EC4, announce that they have 
admitted into partnership Mr Davip 
Носн CAMERON, M.A., A.C.A. 

THORNE, LANCASTER & Co, Chartered 
Accountants, of 26 Old Bailey, London 
EC4, announce that Mr К. A. OKINEs, 
A.C.A., and Mr W. Е. D. STEVEN, A.C.A., 
were admitted to partnership on Novem- 
ber rst, 1971. Мг Н. W. Norman, 
Е.С.А., retired from the partnership on 
October 31st, 1971. 

Ernest E. BAYFIELD & Son, Chartered 
Accountants, of 26 Old Bailey, London 
EC4, announce that Mr H. W. NORMAN, 
F.C.A., was admitted to partnership on 
November rst, 1971. The practice will in 
future be known as BAYFIELDS. 

Mr ALAN TROPP, F.C.A., who practises 
in association with CROMPTON & 
SHERLING, announces that his address is 
now 87 New Bond Street, London Wir. 
Telephone: 01-499 4647. 

'TuRQUAND, YouNGS & Со and BARTON, 
Mayuew & Co announce that a complete 
merger of their practices in the United 
Kingdom and throughout the world will 
take place on January rst, 1972. The 
combined firm will practise under the 
name of TuRQUANDS BARTON MAYHEW & 
Co. In London the merging firms will 
join, early in January, in new premises at 
Lynton House, Tavistock Square, Lon- 
don WC2. 


APPOINTMENTS 


Mr J. L. Dickinson, Е.С.А., managing 
director of the Skefko Ball Bearing Co 
Ltd, has been appointed a part-time 
member of the British Railways (London 
Midland) Board. The appointment will 
take effect from January 1st, 1972, for a 
term of two years. 

Mr Gerald W. Garnham, A.C.A., has 
joined the board of Ryedale Securities as 
group financial director. 

Mr W. J. Hayford, A.c.c.4., financial 
controller of Robophone (Holdings), 
has been appointed a director of the 
company. 
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Mr C. В. Freeborough, Е.С.А., has 
joined Cadbury Schweppes Foods as 
finance director. Mr K. G. Collyer, 
A.C.W.A., previously finance director, is 
now deputy chairman of the Cadbury 
Schweppes Foods Group. 





Mr C. R. Freeborough. Mr B. Lund. 

Mr B. Lund, r.c.4, formerly of 
Norcros, and finance director of M. & S. 
Shifrin (Norcros group), has been ap- 
pointed finance director of 5. Maw, Son 
and Sons, Barnet, which is also a member 
of the Norcros group. 


£500 PRIZE FOR MANAGEMENT 
GAME WINNERS 


The search for the new UK National 
Management Champions started on 
Tuesday of this week with the opening 
of entry lists for the 1972 National 
Management Game. The game is spon- 
sored for the third year running by 
The Financial Times, The Institute of 
Chartered Accountants in England and 
Wales and International Computers Ltd. 

The game simulates through a com- 
puter model the problems and their 
risks, and the decisions and their conse- 
quences that managements meet in 
running a company. It is open to teams of 
any number, from all walks of life through- 
out Britain and Ireland, and as an extra 
attraction, the sponsors are this year 
offering a prize of £500 for the winning 
team. 

The success of the competition and its 
acceptance as an annual management 
‘event’ is demonstrated by the number 
and variety of entrants: 243 teams com- 
peted in 1970 and this year there were 
780 teams — each drawn from all levels 
of management representing a broad 
cross-section of industry, commerce, the 
professions, the public services and 
educational establishments. 

The application list closes on Decem- 
ber 4th and the first round begins in 
January 1972. The first four knock-out 
rounds will be played by post, and those 
teams winning through to the finals will 
compete for the championship at ICL’s 
Putney headquarters, where the results 
can be instantly computed, and the 
winning team declared on Saturday, 
June 24th, 1972. f 

Entries, accompanied by the fee of 
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£20 per team, should be addressed to 
The National Management Game, Char- 
tered Accountants’ Hall, Moorgate Place, 
London EC2R 6EQ. 


COST ACCOUNTANTS’ COURSE 


‘Assessing projects and investment ap- 
praisal’ will be the subject of a residential 
course to be held by The Institute of 
Cost and Works Accountants from 
November 12th to 14th at the Worcester- 
shire Hotel, Droitwich. Speakers will be 
Mr Tom Heywood, F.c.A., J.DIP.M.A., 
and Mr Martin Н. Cadman, M.A., and 
the centrepiece of the course will be a 
case study of a substantial capital 
investment project. 

The course objective is to gain insight 
into the process of making an investment 
decision on available information, and to 
this end participants will be given a 
grounding in discounted cash-flow, 
investment incentives, sensitivity analysis, 
decision trees and risk analysis. 

Fee for the course is £40, including 
accommodation and meals and applica- 
tions for the limited number of places 
should be made to the Courses Regis- 
trar, The Institute of Cost and Works 
Accountants, 63 Portland Place, London 
WIN 4AB. 


MANAGEMENT OF AUDITS 


The Northern Society of Chartered 
Accountants is presenting a course on 
"Management of audits by the small and 
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medium-sized practice’ at the Seaburn 
Hotel, Sunderland, on November 22nd. 
This is a new one-day course prepared 
by an Institute working party for use 
by district societies and it will give 
members the opportunity to study the 
latest techniques in the organization of a 
practice, with a view to improving the 
efficiency and effectiveness of an audit. 

The course is made up of lectures and 
two case studies covering the business 
approach, client liaison, reports to man- 
agement, time budgets and analysis, 
audit completion check lists, working 
papers — the recording of systems, the 
permanent file, the current year file, and 
staff training and direction. 

Those interested in attending should 
apply to the Secretary, Mr I. R. Turner, 
c/o Messrs Thornton Baker & Co, 
Alliance House, Hood Street, Newcastle 
upon Tyne NE: 6LB. 


WALBROOK TAX DISCUSSION 
GROUP 


At the next meeting of the Walbrook 
Tax Discussion Group of the London and 
District Society of Chartered Accountants 
to be held on November oth in Committee 
Room No. 3 at Chartered Accountants' 
Hall, the subject for discussion will be 
*Unitax'. 

The Secretary of the Group is Mr 
P. J. Hawker, F.c.a., Saffery, Sons & Co, 
St Martin's House, 16 St Martin's-le- 
Grand, London ЕС, telephone: o1-606 


BRITISH COMPUTER SOCIETY'S 


ANNUAL 


At the annual meeting of The British 
Computer Society held in London last 
week, the newly elected President, Pro- 
fessor А. S. Douglas, PH.D., B.SC., 
F.B.C.S., Professor of Computational 
Methods, London School of Economics, 
paid tribute to his predecessor in office, 
Mr. A. d'Agapeyeff, Е.С.А., Е.В.С.5., on 
whom the main burden of representing 
the Society before Sub-committee A of 
the Select Committee on Science and 
Technology and the Younger Committee 
on Privacy (to quote but two important 
matters) had fallen during his year as 
President. 

It was clear to Professor Douglas that 
the stature of the Society would increase 
as its Council and members aspired to 
become the representative national 
authority on computing matters. From 
1950 to 1960 concentration of interest 
was largely on the application of com- 
puters to physics and engineering topics, 
but although this interest still continues, 
since 1960 the emphasis has been more 
Ón business data processing applications. 
Already, Professor Douglas continued, 


MEETING 


we take computer-based aeroplane reser- 
vation systems for granted; it would not 
be long before similar systems were 
extended to deal with bookings of hotels, 
cars, plays, holidays, hospital beds, and 
so forth. 

In the evening, the Society held its 
annual dinner in the Middle Temple 
Hall, when Mr Frederick Corfield, M.P., 
Minister for Aerospace, proposed the 
toast of "T'he Society'. He expressed his 
appreciation of the Society's concern to 
safeguard the individual's rights as a 
result of the increasing use of computers, 
and stated that the Government was 
considering whether it was possible to 
work out a code of conduct for dealing 
with personal records held on its own 
computers and thus give a lead to others. 
“The public's main anxieties about 
records on computers are that such 
records may be inaccurate and accessible 
to unauthorized people, or used for 
purposes which were not envisaged when 
the information was given’. The Govern- 
ment’s review of the subject was aimed 
at overcoming these fears. 
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3601. Members are asked to note that the 
number is wrongly stated in the London 
and District Society’s programme book- 
let. 


NEW SYLLABUS FOR 
BOOK-KEEPERS 





Mr Ernest К. Gross, F.C.W^A., F.C.B.I., 
F.l.M.I., Chairman of The Institute of 
Book-keepers and Related Data Pro- 
cessing, answering questions on the 
changes in the Institute's exami- 
nation syllabus announced in London 
last week. Mr John Hunt, M.P., 
President of the Institute, is seated on 
the right. 

Under the new syllabus, which takes 
effect on January 1st, 1973, twelve 
subjects will be covered in four parts. 
Parts | and || will be equivalent to 
ONC level, and Parts 111 and IV will 
be of HNC standard. Entrance re- 
quirements have been raised to GCE 
ʻO’ level or its equivalent. 

The Institute hopes that the new 
examinations will meet with general 
acceptance within the accountancy 
profession as conferring a recognized 
qualification at 'second tier' or 'ac- 
countancy technician' level. 


LONDON ACCOUNTANTS' 
FOOTBALL LEAGUE 


Results of matches played by teams in the 
London Accountants' Football League on 
October 31st were as follows: 


Cup, RouND ONE: 


Tansley Apocope 3 
(Tansley Witt) (Robson Rhodes) 
Smallfield 2 Wandabarr 6 
(Smallfield Rawlins) (Andrew Barr) 

Crest o Tristars о 
(Deloittes) (Touche Ross) 
DIVISION ONE 

Temco 8 Stoics I 
(Temple Gothard) (Stoy Hayward) 
Division Two 

Moorscott 1 Cohorts 7 
(Morley & Scott) (Crane Houghton) 
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greater than that in other systems. By this means the common law 
formed a complete organism (to quote from Lord Devlin's Samples of 
Lawmaking), for precedent could not make a rule if any judge could. 
alter it. Once firmly established, precedent becomes as rigid as the branch 
of a tree. These considerations perhaps explain the influence over half a 
century of the decision in the Law Shipping case, a name to conjure with. 
when an inspector of taxes is minded to disallow expenditure on repairs 
and renewals. 

The principle of that case was stated and applied by Danckwerts, J, 
in Jackson v. Laskers Home Furnishers Ltd (35 ATC 469; 37 ТС 69) where 
a retailer took a lease of premises too dilapidated for occupation without 
extensive making good. The learned judge explained that the accumulated 
repairs could not properly be attributed to the period of trading of the 
purchasing company who acquired the capital asset subject to a covenant 
to repair — the accumulated repairs were properly attributable to the | 
period of trading of the vendor, which was quite a different matter. 

The hold which this principle had gained is shown by the fact that it 
received statutory expression in what is now section 72 (2) (5) of the Taxes 
Act 1970 which restricts the deductions admissible in computing property 
income under Schedule A. In that context a payment for maintenance or 
repairs may only be deducted if incurred by reason of dilapidation 
attributable to a period falling within the currency of the lease — an ex- 
pression denoting the duration of the landlord's effective gainful occupa- 
tion. It is of the essence of the magic conjured up by mention of the Law 
Shipping case that a similar law is deemed to have been enacted for traders. 

Hence widespread interest attached to the proceedings in Odeon 
Associated Theatres Ltd v. Jones (49 ATC 315) before the Vice-Chancellor, 
Sir John Pennycuick. These concerned a successful claim that in 
ascertaining the taxable profits of cinema operators there should be allowed 
as an expense certain expenditure on repairs which could be related to the | 
condition of the cinemas at the time of their acquisition. The assessments 
in dispute covered the decade following the Second World War and the | 
properties repaired had been acquired both from outside the group and 
from within it, either as part of a trade succession or in isolation. Despite - 
their run-down condition, the evidence established that the capital price | 
paid on acquisition of the cinemas was not influenced by the need for - 
deferred repairs. m 

After reviewing the findings of the Special Commissioners, who had 
heard the evidence of leading representatives of the accountancy pro- 
fession, Sir John Pennycuick distinguished the earlier case law decisions 
on the grounds either that the outlays in those instances had been shown | 
to represent improvements, or that the asset acquired was not in such 4 
condition as to be commercially viable. The Crown’s contention would | 






involve that the trader would make no revenue profit until 
he had made good the entire difference between the value 
.. Of the asset in the condition in which it was purchased and 
its value as good as new. The learned judge observed 
_ “That is not, the accountants tell us, in accordance with the 
.. ordinary principles of commercial accountancy.’ 

And this conclusion was upheld in the Court of Appeal 





Small Comfort 


To long-awaited report of the Bolton Committee of 
Inquiry on Small Firms is, as Mr John Davies, M.B.E., 
F.C.A., J.DIP.M.A., Secretary of State for Trade and Industry, 
_ said in Parliament last week, ‘the first authoritative study of 
the place of the small firm in our economy. It will stand as a 
.. landmark for many years to come’. 
>- Under the chairmanship of Mr J. E. Bolton, D.S.C., 
МА, M.B.A., F.B.I.M., the committee has produced a report 
| of substantial size, backed by a further eighteen research 
-studies which have been published separately. Its main 
finding is that the UK small firm sector, though still a large 
гапа vital component of the industrial structure, is declining 
steadily in size and in its share of economic activity. 
Already the process of decline and the consequent 
concentration of market power appears to have gone further 
in Britain than in other developed economies, and it is 
possible to foresee a time when, if present trends continue, 
the sector will cease to be viable. Since the Bolton Com- 
_ mittee considered the existence of a lively small firm sector 
to be vital to the health — if not indeed the existence — of 
_ the private enterprise system, their main problem was 
. whether the situation could justify special measures of 
. support for small firms. 
With some foreboding they have, in fact, decided that 
_ there is no case at present for discrimination in favour of 
small firms. In the committee's view, the decline may 
. largely be attributed to inevitable and even desirable 
. changes in technical processes and in the size of markets; 
“and that before it reached dangerous proportions, the 
natural resilience and inherent strength of the small firm 
would assert themselves. They have, therefore, recom- 
mended against subsidies, tax concessions or other dif- 
ferential measures. 

During last week's parliamentary debate on the Queen's 
Speech, Mr Davies announced the appointment of Mr 
Nicholas Ridley, Parliamentary Under-Secretary for 
Industry, as the Minister responsible for small firms, with 
responsibility to watch their place in the economy and to 
énsure that their interests are taken into account in the 
formulation of policies. He also announced an impending 
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last week. Lord Justice Buckley declared it wrong to say 

that the deferred repairs ‘accrued’ before acquisition — no 

expenses were incurred, or could accurately be said to have 

accrued, until the repairs were carried out. In this field, ће | 
said, accountants were the persons best qualified by train- 

ing and practical experience to suggest answers to the 

many difficult questions that arose. 





relaxation of the disclosure provisions of the Companies 
Act 1967, which would exempt companies with a turnover 
not exceeding {£250,000 (instead of £50,000); likewise 
companies would not need to disclose information about the. 
remuneration of individual directors where the total 
remuneration did not exceed £15,000, compared with 
£7,500 now. Relaxation of the filing and disclosure re- 
quirements of the Companies Acts was, of course, one of 
the recommendations of the English Institute to the Bolton 
Committee (The Accountant, October 29th, 1970); it has 
also been welcomed by the Institute of Chagtered Sec- 
retaries and Administrators as getting rid ‘of a lot of 
paperwork which should never have been necessary in the 
first place’. i 

A survey conducted by the Association of British 
Chambers of Commerce in 1969 showed that more than 
one-third of those who replied — 1,383 out of 3,740 firms — 
looked to their accountant as the principal source of 
business advice, compared with 561 for solicitors and 543 
for the bank manager. Quoting these figures, the Bolton 
report recognizes that the accountant, by reason of his 
regular audit work, will normally have a more intimate 
knowledge of a client firm's affairs than any other outsider, 
and the accountant's training provides at its best an 
excellent basis for examining the overall operations of a 
business. ‘In particular, the accountant's expertise is rele- 
vant to those vital areas of management in which small 
businessmen are weakest — costing, estimating, budgeting 
and ‘inancial control. No other source of advice is of equal 
importance." 

Unfortunately, it must be recognized that there are 
several constraints upon realization of the full potential of 
the accountant as an adviser to small firms. It is well 
known, for instance, that changes in the taxation structure 
and in the company law in recent years have greatly 
increased the volume and the difficulty of an accountant's 
work. Further, it is often extremely difficult to persuade 
smali businessmen to change old habits or to think seriously 
about their problems, and a busy accountant cannot afford 
to waste time arguing with a client who refuses to see sense. 

Finally, the Bolton Committee, whilst wishing to see 
accountants performing a more active advisory role 
towards their smaller clients, specifically recognizes that 
'the time of good accountants is expensive, and it would be 
difficult for many firms to meet the cost'. 

"Government form-filling' – to use this term in its wides 
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sense — has reputedly been the bane of small businesses for 
years and featured largely in many representations which 
the committee received. The committee has been suffi- 
ciently impressed by this evidence to make no less than 15 
specific recommendations on the subject, including one for 
а closer control of statistical surveys on grounds of expense, 
. necessity, coverage or design. 

< On the other hand, its proposals for the wholesale 
| demolition of statutory barriers to the passage of statistics 
- between different government departments, and the estab- 
-lishment of ‘an integrated system of administrative and 
-.. Statistical returns, based on a data bank, to form the basis 
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for a single and comprehensive system of business records’: 
may appear to some as a breach of confidence and а 
potentially alarming intrusion upon personal privacy. | 
We commend to our readers the view of the Bolton 
Committee that the subject of its study has not been merely 
a collection of statistics but a great part of the fabric of all - 
our daily lives. The small business sector has shown its 
resilience in adverse conditions, and its ability to survive _ 
neglect and disinterest. With the Bolton Committee, we. 
trust that in future it will receive the greatest possible | 
encouragement from public opinion and understanding . 
from government. 








CURRENT AFFAIRS 


The Sydney Congress 


NU es • 
A AOUNTING interest continues 
to be shown by the profession in 
the Tenth International Congress of 
Accountants, to be held in Sydney 
next year. Following the report in 
The Accountant of October 21st that 
the figure of delegates and accom- 
panying guests was ‘likely to approach 
5,000, the organizers have since 
confirmed that intention forms have 
so far been received from a total of 
6,028 intending participants, made 
up of 3,611 delegates and 2,417 mem- 
bers of their families. In all, 7o 
countries are represented, and it has 
"been decided to add German to the 
list of official languages for which 
simultaneous translation facilities will 

be available. 

The Women Members’ Group of 
the Australian Society of Accountants 
has arranged a special luncheon for 

Monday, October 16th, 1972, as an 
- opportunity for lady members of the 
“profession attending the Congress to 
ameet in an informal manner. Other 
"ladies. only’ functions will be a 
symposium on Wednesday, October 
18th, entitled ‘Woman’s Role in a 
Developing World’ and a champagne 
breakfast and fashion show on Friday, 
October 2oth. It is emphasized that 
the organizers will be able to prepare 
properly only if they have some 
knowledge of the numbers likely to 
attend each event, and accountants 
attending the Congress are specially 
requested to consult their wives before 


completing the registration form, so 
that the ladies may indicate those 
events in which they wish to parti- 
cipate. i 

A further Congress attraction an- 
nounced recently will be an art 
competition for a landscape or sea- 
scape, to be judged by Sir Erik 
Langker, a prominent landscape artist 
and President of the Royal Art 
Society of New South Wales. The 
competition is open to all artists and 
carries a prize of $A2, 500. 

The Congress organizers have again 
stressed that in view of the prospective 
pressure on first-class hotel accom- 
modation, a stage may be reached at 
which it will become necessary to 
fix a cut-off figure and close the 
books. As previously announced, the 
address of the Congress Secretariat is 
16 Bridge Street, Sydney 2000, Aus- 
tralia, and any intending participants 
who are not already on the mailing 
list should take action without further 
delay. 


Questions in Parliament 


REQUEST to the Chancellor 

that he should seek powers to 
exempt charitable bequests from estate 
duty is made in a question by Mr 
Patrick- Cormack (Cons., Cannock) 
for answer next "Tuesday, November 
16th. Mr Cormack also asks what 
were the total receipts from this duty 
during 1969-70 and 1970-71. 









Mr Peter Rost (Cons, south-east | 
Derbyshire) will ask the Foreign 
Secretary on Monday, November 15th, | 
why the claim by British debenture- 
holders of the Egyptian Delta Light. 
Railways Ltd did not fall under the. 
recent compensation agreement with _ 
the Egyptian Government and whether 
he will include those claims in future 
negotiations. 


Publicity Permitted 


IGNIFICANT relaxations of the. 
previously existing restrictions on 
publicity for practising members are 
announced as part of the Council | 
proceedings of The Institute of Char- 
tered Accountants in England and  . 
Wales, reported on another page. e 
In particular, members having sur- 
plus capacity will be pleased to note. 
that advertisements for sub-contract . 
work are once again ethically permis- 
sible in classified form in the profes- _ 
sional press – thus renewing a facility —. 
which was available up to a few years 
ago. The Council has also abandoned. 
the invidious attempt to decide at what 
point a letter, if repeated often enough. | 
in identical terms, becomes a circular. 
A member may make a ‘direct ap- _ 
proach’ to a member in practice - 
offering his services, but the form of 
the approach is not now specified. D. 
It may be anticipated that these 
relaxations will be of particular in- . 
terest to young members seeking to 
establish themselves in practice, and _ 
possibly to those retired or semi- | 
retired. who are interested in some- 
thing less than full-time employment: 
It may not be inappropriate to remark 
that the ban on advertising for agency 
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or sub-contract work was imposed 
largely because the existing facility 
had been abused by some established 
firms. 

In the case of a practising member 
attending a conference or similar 
function, the name of his firm may now 
be given as well as his own personal 
particulars. It remains, however, the 
general rule that personal activities 
or interests of a member should not be 
used as a ‘vehicle’ for his firm or for 
the attraction of professional business 
generally. 


THE 
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Majorca Conference 


AJORCA, as an out-of-season 
conference centre, offers a variety 
of attractions and is, in fact, little 
more expensive than a comparable 
venue in the United Kingdom. With 
this in mind, the next residential 
conference of the Beds, Bucks and 
Herts Society of Chartered Account- 
ants (The Accountant, January 21st) 
will be held at the Palma Nova 
Hotel, Palma, Majorca, from March 
17th to 2oth, 1972. 
Final details of the technical pro- 





Institute Council Appointments 


ТЕЕ vacancies for non-practis- 
ing members on the Council of The 
Institute of Chartered Accountants in 
England and Wales were filled at its 
meeting last week, as reported on 
another page. The new Council 
members are Mr D. E. M. Appleby, 
В.5С., Е.С.А., Mr J. D. Cormie, M.A., 
Е.С.А., and Mr В. С. Rose, Е.С.А. 

Mr Appleby is a double B.Sc. of 
London and Nottingham Universities, 
and qualified as a chartered account- 
ant in 1957. His career in industry 
since that date appears to reflect his 
scientific interests. He has held senior 
appointments with The Distillers 
Company, Corn Products Company 
(both in London and in New York), 
Wilkinson Sword and The Boots Co 
Ltd, where he is now finance director. 

Mr Cormie, who read economics and 
law at Cambridge, was admitted to 
membership of the Institute in 1958; 
his progression from first admission 
to Council membership in just over 
13 years, whilst not establishing a 
record, has thus been exceptionally 
rapid. He had the added distinction of 


Mr D. E. M. Appleby 


Mr J. D. Cormie 


being awarded honours in both the 
Intermediate and the Final examina- 
tion. His post-qualification career has 
been spent in industry, the last 11 
years with Unilever, where he became 
chief accountant last year. 

Mr Rose, born in Vienna in 1927, 
was admitted to membership of the 
Institute in 1948 and joined the staff 
of Howard Smith Thompson & Co, 
where he became a partner in 1952. 
He resigned his partnership in 1960 
on becoming executive director of the 
Neville Group Ltd, to which he had 
previously acted as consultant and 
non-executive director. He is a past 
Chairman of the Institute's Technical 
Advisory Committee, and a co-opted 
member of the Technical Committee; 
his other professional interests include 
investment problems and taxation, in 
which he is well known as a speaker 
and an active committee member. 

These appointments fill the vacan- 
cies created by the resignations, noted 
in previous issues, of Messrs Stanley 
Dixon, M.A., F.C.A., У. W. Fea, B.A., 
F.c.A., and Nial Charlton, B.A., F.C.A. 
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gramme have yet to be settled, but 
it is anticipated that the programme 
will include such subjects as “The 
accountant and the Common Market’, 
‘Current taxation matters’ and ‘Castles 
in Spain’ — this being a survey of the 
benefits, disadvantages and problems 
of retirement outside the United 
Kingdom. The conference has been 
planned as a social as well as a study 
occasion, and it is hoped that as many 
members as possible will be ac- 
companied by their wives. A full 
programme of excursions and social 
events is being arranged. 

Majorca in the spring offers a warm 
climate, and at that time of the year 
the island will not be crowded. The 
fee of £40, inclusive of charter air 
travel from Luton airport, may be 
considered very reasonable in view of 
the amenities offered. Several places 
are still available, and inquiries or 
bookings (accompanied bya deposit of 
£4 per person) may be made to Mr 
R. S Field, the Society’s secretary, at 
16 King Street, Luton, Bedfordshire. 

The Beds, Bucks and Herts Society 
is very conscious that this is an 
ambitious proposal, and is anxious 
to make it a success. A message from 
the Society’s President, Mr Stanley 
Broughton, Е.С.А , invites members of 
other district societies to come and 
help in pioneering the new venture. 


Accountants in the 
Civil Service 


OMMENT from the Institution 

of Professional Civil Servants, 
following the announcement of the 
Melville inquiry into the position of 
accountants in Government service 
(The Accountant, October 14th), sug- 
gests not only that the number of 
posts for qualified accountants in the 
Civil Service is at present inadequate 
to the need but also that, within the 
present structure, suitable candidates 
are ‘almost unobtainable’ at the sal- 
aries offered. An item in the IPCS 
journal State Service suggests that a 
chartered accountant with a few years’ 
post-qualification experience and seek- 
ing a career in the Civil Service would 
face a drop in salary of approximately 
£400 per annum, although this would 
be partially offset by the value of a 
non-contributory pension scheme. 

The IPCS has also presented a 
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case on behalf of: its accountant 
members for ‘added years’ for pension 
purposes, based on the fact that 
whereas graduate entrants to the Civil 
Service normally enter at about age 
22 and can accumulate pension rights 
from that date, qualified accountants 
are more commonly recruited at about 
age 29, following several years’ post- 
qualification experience. Under present 
regulations, an accountant joining the 
service at this age would be unable to 
qualify for a pension of more than 45 
per cent of his final salary — which in 
itself would be lower than he might 
earn in a commercial appointment. 

Some accountants already in the 
service are in an even worse position, 
since their early ‘temporary’ service 
counts as only half for pension 
purposes. The State Service item 
instances the case of one member who, 
for this reason, would not qualify 
for half pension even by working on 
to the age of 70. 


More Farm Mergers? 


NE of the basic problems of 
farming ~ поё merely in Britain 
but throughout Western Europe – is 
the preponderance of small farms. 
Agricultural subsidies are largely in- 
tended to assist such small units, but 
“in fact it is the larger unit which 
inevitably benefits most from any 
subsidy related to price or output. The 
1967 Agricultural Act introduced 
measures intended to encourage amal- 
gamations and it was hoped that over 
6,000 such mergers would take place 
annualy. In the event, the rate of 
mergers has fallen far short of the 
` expected level and currently totals 
under goo a year. 

The new Agriculture (Miscellaneous 
Provisions) Bill offers larger financial 
incentives to encourage mergers and 
for farmers to leave the industry. In 
particular, the present 15-year restric- 
tion on the break-up of amalgamated 
farms is to be reduced to five years. 
The measure also provides for the 
abolition of the agricultural executive 
committees whose powers are trans- 
ferred to the Minister. Similarly, the 
agricultural wages committees in Scot- 
land are also abolished 

There are provisions to check animal 
diseases- brucellosis and diseases which 
can affect humans; the licensing of 
boars is to be abolished, and there are 
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new regulations for bulls. New licences 


for private slaughterhouses will no 


longer need Ministerial approval; 
subject to meeting statutory require- 
ments in respect of hygiene and con- 
struction, local authorities may issue or 
renew licences. 


Tax Relief in Ireland 


ITHIN the Irish Republic, the 
Minister of Finance has an- 
nounced a much-needed injection 
of about £20 million in the shape of 
additional capital spending by state 
and government agencies in the cur- 
rent financial year 1971-72. This 
represents an increase of 1o per cent 
on the budgeted figure of £193 
million last April, and takes the shape 
of a three-part package designed ‘to 
provide a moderate stimulus to econ- 
omic activity and to encourage business 
confidence’. 
Firstly, the previous 1968 and 1970 
restrictions on hire-purchase, credit 
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sales, and hiring agreements аге re- | 
moved forthwith. Next, and more 
important, company taxation has been 
reduced by the decision to make — 
corporation profits tax an allowable 


charge against Schedule D profits, 


thus reducing the maximum rate of ` 
58 per cent instituted by last year’s 
supplementary budget to its original 
rate of so per cent in two stages — , 
although the Minister commented 
that the 58 per cent rate was 'not 
unduly high by comparison with other 
European countries’. The first stage 
allows half the CPT charge in the 
tax year. 1972—73, based on 1971-72 · 
profits and payable in January 1973, 
and from 1973—74 onwards the whole 
of the CPT will be allowable. 

The third part of: the package is 
the distribution of the {20 million 
mainly between the Industrial De- 
velopment Authority, the Industrial 


Credit Company, and the Agricultural 


Credit Corporation — bodies which will 
syphon the funds out to the business 
and farming communities. 





Local Government Reform 


"T HE Local Government Bill, which 

provides for the reform of local 
government in England and Wales, 
reveals some changes from the White 
Paper which appeared last February. 
In the intervening months the Govern- 
ment has had second thoughts on the 
powers of the new district councils, of 
which there will be over 330. These 
councils will have greater responsi- 
bility for local planning with the right 
to their own staff instead of relying on 
the counties. They will also control 
environmental health matters and 
enforce the Offices, Shops and Rail- 
way Premises Act, in addition to road 
maintenance and operation of muni- 
cipal transport. 

There has also been some re- 
drafting of county boundaries among 
Which the creation of a new Humber- 
side is the most important. The 
proposed boundary between Cheshire 
and Merseyside has been modified in 
favour of the county. Similarly, West 
Yorkshire now loses some go rural 
parishes to North. Yorkshire. Inevit- 


‘ably the representatives of the urban, 


areas are concerned over the shift of 


‘responsibility from the town to the 


rural areas and feel that the modi- 


fications to the White Paper have not 
gone far enough in enlarging the 
responsibilities of the district councils. 

These. latter bodies will have as ` 
their main concern housing and, in 
financial terms, the remaining responsi- 
bilities entrusted to them are very ` 
slight. Somewhat surprisingly, libraries 
have been left the responsibility of the 
counties, while the division of responsi- 
bility for highway maintenance is not 
regarded as conducive to efficiency or: 
economy. 

The Bill, which is to be enacted : 

in the new Parliamentary session, is 
to take effect in two stages. County 
councils and metropolitan district 
councils will be elected in spring 1973 
and the rest of the district councils in 
autumn 1973. The effective transfer of ` 
power from the existing authorities to 
the new will take effect in April 
1974. 
Further legislation has been рго- 
mised in connection with the proposal 
for an Ombudsman dealing with 
public complaints against local authori- 
ties. Likewise, the Government has yet 
to announce its intentions for the 
supplementation of the local rate 
revenues. 
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Costing the Alternatives 


PROGRAMME budgeting — which 
is primarily a system for identifying 
alternative policies, presenting the 
implications of their adoption and 
providing for the efficient control of 
the. policies chosen — attracted the 
attention of The Institute of Municipal 
. Treasurers and Accountants at their 
1969 annual conference (The Account- 
ant, June 14th, 1969). Following the 
report of a seminar held in October 
1969, to discuss the subject ‘Pro- 
gramme Budgeting: Concept and Ap- 
plication' (The Accountant, February 
sth, 1970), the series of reports issued 
by members of the IMTA Programme 
Budgeting Working Party between 
March 1970 and September 1971 has 
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Institute under the title Programme 
Budgeting: The Approach. Yt is hoped 
that the availability of these reports 
within one cover may frovide a 
possible framework for a corporate 
system of management. 

Programme budgeting i is c.aimed by 
the IMTA to represent ‘a refined and 
improved version’ of the American 
PPBS (‘Planning, Programming and 
Budgeting System’). Whilst the latter 
is alleged to be ‘ailing im North 
America’, the former is alive and well 
and living i in the United Kir.gdom. It 
may be thought particularly appro- 
priate for the IMTA, whose members 
are responsible for the administration 
of very substantial amounts of public 
money, to show such an interest in the 
evaluation of alternative uses to which 
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Another recent IMTA publication 
is Cost Benefit Analysis, an exemplifi- 
cation by Mr E. A. French of the 
London School of Economics. In an 
attempt to supply the present deficiency 
of uncomplicated and inexpensive illus- 
trations of the use of this analysis, Mr 
French bas examined, with the benefit 
of hindsight, the controversy between 
four interested parties over the pro- 
vision of navigational aids (in the alter- 
native forms of a lighthouse, a fog 
signal station, or nothing at all) at 
Mizen Head on the coast of southern 
Ireland, in 1908. 

Both booklets are published by the 
IMTA at 1 Buckingham Place, Lon- 
don SW1E 6HS, Programme Budgeting 
at {1-75 and Cost Benef Analysis at 
40p. 


been collated and published by the it might be put. 





THIS IS MY LIFE 


Money or Merit? 


by An Industrious Accountant 


quia sinas dropped his little boiibshell into our laps 
at the beginning of the board meeting. ‘I thought I'd 
better tell you chaps’, he beamed. ‘I’ve derided tọ jack up 
the job after Christmas’. 

: A tense silence fell. He had seemed as а а permanent 
fixture as his grandfather, pompous in scarlet regimentals 
‘on the wall behind him. His departure would cause prob- 
ems. Had he laid plans for his replacement? Had he ap- 
proached unwelcome outsiders? Who had he told? True, 
-hed cried ‘wolf, wolf’ often enough in the past. . : 

The managing director folded his arms as і a cold ind 
‘had blown in over snow-covered hills; the deputy-chairman 
.glanced over his shoulder as if shadowy shapes were baying 
‘the moon outside the curtained window. Then they relaxed. 
"They. congratulated him on his courageous decision, they 
wished him.happy years of retirement, they talked about a 
farewell present to end all farewell presents.. But nobody 
asked the- obvious question. They looked at him. with 
narrowed eyes while he chatted about old days, uncon- 
scious of the undercurrents. 


But maybe he wasn’t. Times had changed, he mused, one: 


couldn’t sell one’s chairmanship nowadays. My ears 
pricked at this revelation of ancient seigniorial fringe 
benefits, but he laughed it off. Just a matter of negotiation, 
he said, just the old-fashioned. sweeteners of his grandad’s 
day. Why, the old boy had literally bought his way to the 
бор! — 

The MD smiled inscrutably; he had joined us from out- 


side, his resources were limited. The deputy-c puffed out ` 


a smokescreen from his pipe; he has shareholdings and 
family connections as well as money. If it should come to 
dog eatimg dog, he had the weight. 

There was a precedent for their outlook in our military 


„history, 5f course. During the last century the philosophy 


of the gcvernment — always apprehensive of power-hungry 
parvenus from Cromwell to Napoleon or Garibaldi — was 
to entrust control of the army to the wealthy members of 
the courtry's nobility. These folk, after all, had most to 
lose in p.blic riot or revolution; their interest lay in main- 
taining established order on its brontosaurian course. 


- Thus t was that rich parents bought lieutenants’ com- 


missions for their teenage sons, and indolent Corinthians 
weary of London pleasures bought captaincies and tasted 
new thrills in Spain, China, or the West Indies. At a higher 
level, am>itious noblemen bought the steps up to colonelcies 
and manceuvred for prestige and power. In 1821, indeed, 


the War “Office regularized matters by issuing formal 
:» regulations prescribing the amounts to be paid for com- 


missions and . subsequent ‘promotions’ in the different 
regiments. 

Their intentions were good, but supply and demand 
make their own rules. Eager fathers bribed reluctant but 
needy officers to sell their ranks; officers nearing retirement 
in ‘glamour’ regiments held out for exorbitant prices. In 
1826 George Bingham, Lord Lucan, aged 26, after eleven 
months .n the 17th Lancers, bought its command for 
£25,000; the War Office ‘price’ was £5,000. In 1827 the 
lieutenant-colonelcy of the 15th Hussars went for nearly 
£40,000 to Lord Brudenell, later Lord Cardigan of Bala- 
clava. 

Merit without money had little scope; money devoid of 


‘merit too often proved worthless in battle — hence so many 


of our military disasters. It's regrettable that our profession 
hasn't established a central fund to buy vacant chairman- 
ships for aspiring accountants, to avoid industrial disasters. 
of equal mportance. 

Meanwhile, the Old Man.keeps us guessing... . 


November 11th, 1971 


How Ethical are 
Directors? 
OMEANY -directors generally are 


concerned for the public image of 


business, and are inclined to claim for 
themselves a rather higher standard of 
ethical conduct than they impute to 
their colleagues. | 

‘These are amongst the findings of a 
survey of directors’ attitudes to a 
variety о- problems arising in business, 
conducted recently by Simon Webley 
for the Industrial Educational and 
Research Foundation. Out of 2,500 
questionaaires distributed, nearly 8oo 
(31 per cent) were returned, indicating 
an unusually high response rate for a 
survey cf this type. Half the sample 
were asked to reply in the first person, 
indicating how they would personally 
react to a given situation, and the 
other ha.f in the third person, giving 
the antcipated reactions of their 
colleagues. - 

A serous criticism of the report, 
from the-standpoint of the accountancy 
professicn, is that it perpetuates the 
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existing confusion of thought between : 
"tax avoidance and tax evasion. Thus, - 


in the section headed “Гах Avoidance’, 
it instances such practicés as the 
of expense statements — 
clearly a form of evasion — and indi- 
cates, moreover, that 22 per cent of 
directors would countenance such.a 


` practice themselves, and would expect 


over 35 per cent of their colleagues 
to countenance it ‘if it is com- 
pany practice’, or ‘if the executive's 
superior knows about it and allows 
it. 

The disparity between first and 
third person views becomes even more 
marked in regard to the use of con- 
fidential information — for instance, an 
impending take-over — for personal 
profit. Of those who replied, one in 
eleven admitted that they would 


themselves buy shares in such circum-. 


stances and/or leak the information to 
a close friend or to their broker, 
whilst the proportion prepared to 
impute such conduct to others rose as 
high as one in four. 

Other potential crises of conscience 


‘examined in the report 
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‘poaching’ of competitors’ staff, false- 
product claims, exploitation of human 
weaknesses for profit, gifts, re- 
dundancy problems, and racial dis- 
crimination. Mr Webley found it 
‘rather worrying’ that fewer than 3o 
per cent of the replies (whether in the 
first or third person) were prepared to 
take a firm stand against discrimination 
as a point of principle, and that as- 
many were prepared to temporize 


„with the problem as ‘it depends on 


circumstances’. 

Fifty-three per cent of those wao 
replied in the first person indicated 
that they were influenced in decision- 
making by their own personal code of 


behaviour (one chartered accountant . 


included ‘professional ethics’ as a 
factor influencing his decisions), and 


over 70 per cent favoured the estab- . 


lishment of a code of ethics for the 


. business executive in some form. 


British Businessmen' s. Behaviour, by 
Simon Webley, is published by the 
Industrial Educational and Research 
Foundation, price £1-20. 
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Taxing Compensation Payments 


OM?ENSATORY payments are made to amend 


by EDMUND BELTON, Solicitor, F.T.l.l.- 


In general terms, the receipt of compensation under the 


are the | 


resu-ts of loss or injury and, in a legal sense, are mainly 
composed of damages for breach of contract and in tort, 
plus parments made by insurers for losses and injuries. 
Compensation which does not fall within these categories 
is likely to be an addition to the maximum damage which 
could b2 recovered at law, or payment for the act of a 
public authority under statutory powers which would give 
rise to a claim for damages if done by a private individual. 
There a-e also various payments which have been provided 
for by statute where the general law of damages has proved 
insufficient, e.g., workmen’s compensation and redundancy 
pay. 
There are two broad divisions of compensation: 


(a) a payment to replace something which is lost, damaged, 
accuired by somebody else under a right given to that 
person, or taken away wrongfully; and 


(b) a solatium for some lawful act which might be considered 
un-riendly. Such a payment may be increased because 
there could also be a claim for breach of contract. 








A paper -ecently presented to this year's annual conference of the 
Institute ef Taxation. 


first head is taxed in the same way as if the asset in question 
had been voluntarily realized or partly realized for cash. 


Capital or income? 


In dealing with the taxation position of such payments for 
compensation, it is necessary to refer to the many case 
decisions as to what is capital and what is income — which 
used to form about 8o per cent of all tax cases – and to bear 
in mind that items which were once non-taxable because 
they were not income items may now effectively be brought 
into charge because of the Capital Allowances Act or as 
capital gains on a disposal or part disposal of the asset under 


‘section 22 of the Finance Act 1965. 
- It is probably true to say that the bulk of insurance in* 


the business world is of capital assets against risks of 
destruction or damage by fire, flood and violence. In such 
a case, the compensation received from the insurance 
company in respect of a chargeable asset is a sum which 
(subject to ‘rollover’ provisions) has to be brought into 
account for capital gains tax or corporation tax on capital 
gains as if there had been a disposal or part disposal of the 
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asset, according to the degree of destruction or damage. 
However, section 13 of the Finance Act 1965 provides that 
in cases other than loss or destruction the recipient of com- 
pensation may elect to avoid the part disposal consequences 
by using the compensation in restoring the assets, in which 
case the cost of restoration is added to the acquisition cost 
but the receipt for the compensation received is deducted 
from such cost. This has been extended to permit compar- 
ably small sums to be deducted from the acquisition cost 
for capital gains purposes without paying tax on a part 
. disposal basis, somewhat similar to the treatment of small 
capital distributions on shares. l 
In the case of total loss or destruction of asséts other than 
wasting assets, the recipient of the compensation may claim 
a rollover into the cost of providing a replacement asset, 
effectively on the same terms as the rollovers in relation,to 
the disposal of specified business assets and the acquisition 
of new assets of the same class. 


Allowable premiums 


: The annual payment of premiums is deemed to be an 


. expense of trade, as being more concerned with the main- 
' tenance of the income which arises or might arise from the 

fixed assets. For the same reason, a person who is not in 

trade is not able to add to the acquisition cost of the asset 
anything in the way of annual insurance premiums. 

|. In contrast to this, it is sometimes necessary to insure 
against a defect or doubt in relation to a title in property 
where the premium would be an addition to the cost of 
‘acquisition. It is unlikely that there will be a disposal or 
part disposal, since the payment’ by the insurance company 
would be to settle a claim by a third party against the pro- 
perty owner. 

There are special considerations which affect plant and 
machinery. These are no longer chargeable assets, so that 
the provisions of capital gains tax legislation are not 
applicable, but the Revenue collect the tax (under section 
29 of the Capital Allowances Act) as if the event and the 
receipt of compensation were a sale, although tax may be 
restricted to amounts up to the limit of recharge. 

7 Та the case of insurance of the current assets of a business 
against destruction, damage or loss the same general 
principle is applied and the insurance proceeds become 
taxable as a profit of the trade, i.e., as if the current assets 
had been sold (Gliksten (14 TC 364)). This has been 

. extended to the compensation which arises from the usual 

extension of insurance policies of cover consequential loss 

of profits (British Columbia, Fir & Cedar (1932 AC)). 

For example, a company with a single factory may well 
insure the building and all the contents for their full value 
and for reinstatement of the building with architect's fees, 
etc., together with, say, two years’ loss of profits if the 
building is so damaged that they are unable to carry on 
work efficiently from it. The cover will include partial loss 
of profits if a building is so damaged that the work is 
hampered and the diminution of profits arises from the 
insured circumstances. There would be a disposal (and 
possibly a capital gain) in relation to the building, but the 
proceeds of the insurance policy could be rolled over on the 
acquisition of a new building, including the cost of archi- 
tect’s fees in relation to the new building. Most of the other 
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items. would be plant and machinery, stock and work in 
progress, and charged to tax as receipts either under the 
Capital Allowances Act or on general principles. The loss 
of profit may relate to actual profit, i.e., profit expected to 
be made on work in progress, or to loss of future orders. 


Loss of earning capacity 


It is important to distinguish between compensation for 
loss of profits and compensation for diminution of profit- 
earning capacity. Compensation for the first is a receipt of 
income, while payment for the latter is capital — although 
it is likely, in the case of a trading entity, to be a receipt 
in respec: of the part disposal of a chargeable asset, good will. 

The seme question of capital or income has to be asked 
in relation to damages awarded by the Courts, or to damages 
negotiated to avoid recourse to the Courts. Damages are 
regarded as the quantified sum of compensation to make 
good as rear as may be, in the financial sense, the injury 
which hzs been suffered; and the treatment of those dam- 
ages for тах purposes is much influenced by the form of the 
action ar.d the award of the Court. 

The general tax rule was stated clearly in the Burma 
Steamshi5 Co (16 TC бу), i.e., it is necessary to deter- 
mine whether the damages were awarded to fill a hole in 
the capital assets or a hole in the profits of the company. 
Some cases are clear by their very nature; a capital asset 


: may be cestroyed through somebody else's negligence, and 


the clair. would be for damages in the amount necessary 
to герјас= the asset by one as suitable for the purpose, plus 
a sum for the loss of earnings between the date of the 
injury and date by which the owner could reasonably have 
replaced that asset in all the circumstances.. The Court 
would irdicate the quantum under each claim and tax 
consequences would follow accordingly. There would also 
normally be interest running on a judgment from the 
time it was given, which of course is clearly income. 

The position may well be blurred in the course of negoti- 
ations tc settle the action out of Court, if the claim is 
settled fcr one lump sum. Nevertheless, such a settlement 


` does not alter the tax situation, although it may be more 


difficult -o quantify the amounts under each head. 

As an example of the distinctions which will have to be 
drawn, tae Burma Steamship case (supra) held that com- 
pensation for the loss of actual earnings was to be treated as 
an incorce receipt; while in Glenboig Fireclay (12 TC 427) 
the compensation for the loss of profits arising from the. 
surrende- by the company of its right to mine under a 
railway "was held to be a capital receipt. Nowadays, of 
course, that compensation would fall to be charged as a 
disposal 5f part of the company's undertaking — probably 
the mining right which is owned rather than goodwill. 


Patents and copyrig hts 


. An action for infringement of patents or copyright is in 


form an zction for an account of the loss of profits or royal- 
ties caused by the infringement, so that compensation will 
be an income payment if received by a person in business 
and treated in the same way as a cash receipt on account 
of the rcyalties in question. A special case is the author 
who is not a professional writer (e.g., someone who is 
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writing his memoirs) whose receipts would not be charge- 
able to income tax but to capital gains tax. In this case, 
damages for infringement of copyright might fall into the 
capital category if the plagiarism were such as to impair 
future sale of the memoirs. 

Damages for personal injury are capital and, therefore, 
not charzeable to any tax; the Court takes into account 
diminution of earning power, but the award is not for actual 
loss of earnings. In cases of insurance for personal injury, 
the policy may provide either for a capital payment or for 
regular 2ayments during a period of disability and the 
practice is not to charge the periodical payments unless 
they conzinue for a period of more than one year. 

Damages awarded in a lump sum for libel or slander 
must necessarily be a capital receipt and tax-free, since 
reputation is not a chargeable asset. 


The golden handshake 


Perhaps "ће most talked-of form of compensation, and one 
which is expressly dealt with in the taxing statutes; is 
compensation for loss of office. Strictly speaking, a payment 
made to an employee on termination. of his contract is 
‘either demages for wrongful dismissal or an ex gratia 
payment which may take into account what hé might have 
received by way of pension if he had continued until 
normal retirement age. 

In senior positions the breach of a long-term service 
agreemert could give rise to a very large claim for damages, 
whereas the minimum legal requirement for notice to junior 
staff meznt that the computation of damages was not 
appropricte compensation for shattered hopes. Accordingly, 
there has grown up a practice of paying compensation for 
loss of ofice, in accordance with what is considered to be 
‘good commercial practice’, of amounts which would 
normally make it hopeless for any dismissed employee to 
go to the Courts for тоге. . 

Sectior. 187 о the Taxes Act 1970, of course, puts a 
charge or. all compensation in excess of £5,000 (or a larger 
amount оу reference to a standard commuted super- 
annuatior. payment) but, in dealing with the relevant period 
for ‘top s icing’ to ascertain the tax payable on the portion 
which is to be charged, it is still necessary to ascertain 
whether the payment can be said to be damages (even if 
on a generous scale) or whether all or part of itis a retirement 
gratuity. In the case of a director, it may also be necessary 
to make this dissection in order to satisfy oneself that the 
total payment comes within the exemption for bona fide 
damages and/or superannuation gratuity which would 
make it unnecessary to obtain the shareholders’ approval 
to the payment under section 193 of the Companies Act 


1948. 


May be emoluments 


There arz certain payments in relation to continuing 
employment which are loosely described as ‘compensation’, 
but which on analysis become clearly emoluments. For 
example, no one would doubt that compensation paid to 


dockers for having to work dirty cargoes was anything. 


other than a taxable addition to pay; but this does not 
necessari apply to payments made for something which is 
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not part of the performance of the duties of employment, . 
even though connected with that employment, e.g., 

reinoval expenses from one town to another to fit in with 

the employer's arrangements. The Courts have held 

(Jennings v. Kinder etc. (38 'TC 673)) that compensation for . 
loss suffered on the sale of an existing home in order to 

move to another is not an emolument of office. 

Over a long period of time, reasonable disturbance 
payments have been allowed as a business expense to the 
employer and a non-chargeable payment to the employee. 
In large organizations (and, in particular, the Civil Service) 
this ‘change of employment venue’ compensation has been. . 
formalized into the making of an allowance to stay at an 
hotel at the new place of business for a period up to a 
certain maximum while trying to find a new home and 
reimbursement of costs in relation to selling one home and 
buying another, plus a multiple of the monthly salary for 
the disturbance element. | 

The position of the payer of compensation is not neces- · 
sarily in line with the treatment of the recipient. Assuming , 
the payer carries on a trade, the test is whether the payment 
is an incident of his trade or part of the cost of a chargeable 
asset. 

There is, of course, no problem where there is no actual 
payment by the person who caused the injury but payment 
is made by his insurance company. It is settled that any · 
premiums paid to cover risks of damage to other persons 
or property in the course of trade are allowable, and it is 
the practice of the Revenue to allow annual premiums to 
insure risks for which payment of damages-by the insured 
direct may not be strictly incidental to the trade (Tucker 
Report of 1951, paragraph 153). The question of the 
payer’s tax situation in relation to compensation therefore 
only arises where there is no insurance or the insurance is 
insufficient. 


Payment disallowed 


As an example of this distinction, it was held in Strong 
v. Woodifield that damages paid to a person injured by a 
falling chimney were connected with the proprietorship 


of the building from which the trade was carried on, and 


were not an incident of the trade itself. The payment was | 
consequently disallowed. Negligence and product claims - 


would come on the allowable side of the fence. Damages `- 


awarded for a criminal act would doubtless be disallowed 
in the same way as are fines for statutory offences, because 
it must be presumed that a trade is not intended to include 
acts prohibited by law. (It may be difficult to treat parking 
fines as not being an expense of the trade, although in 
practice I doubt whether these fines are dissected from 
general travelling expenses). 

Many traders insure their employees against death and 
certain personal injuries. T'he insurance premiums would 
be allowed as an expense under the general principle of 
welfare payments to employees, but some care has to be 
taken with the terms of the scheme, the wording of the 
policy and any trusts of the policy moneys to ensure that 
they do not infringe the exemptions for death or retirement 
on disability in sections 195 and 224 (D) of the Taxes Act 
1970. Otherwise the Revenue may seek to assess the 
employees on a part of the premium paid. 
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Costing and Pricing in a Time 


of Inflation 


by E. L. S. WEISS, F.C.A. 


HEN I reflect on the dessins which we account- . 


ants have about inflation, I am reminded of Karl 
Marx's mother who once said that she wished Karl would 
stop writing about capital and would settle down to making 
some. Ín fact this comment could possibly be levelled at 
accountants who have always seemed more preoccupied 
with how to report profits than with how to make them. 

Of course it is important to report profits fairly, but as 
this conference has so far devoted most of its attention to 
reporting profits, I want to redress the balance. Right at 
the start, however, I think it is worth reminding ourselves 
that it is not only inflation which causes distortion in the 
reporting of profits. 

In my experience, and I am sure in yours too, I have 
been through changes in organization and costing systems 
which bave played havoc with previous accounting methods, 
particularly as regards stock valuation, and the idea does 
seem to be gaining ground that inflation is the main factor 
in incorrect reporting of profits; it is not — but I agree it is a 
very important factor. 


Likelihood of inflation continuing 


When we consider how to make profits in a time of inflation 


we must first ask ourselves the question whether inflation 
is going to continue. There is little doubt that we are 
suffering inflation in this country now at a faster rate than 
ever before. Historically, we can safely say that inflation 
has been a part of life for many centuries — it is only its 
rapid acceleration in recent years which has made it front- 
page news. 

The second reason why inflation i is likely to continue is 
that there is probably some social justice in it. Without 
inflation wealth permanently remains in the same hands – 
and again it is arguable that had there been more inflation 
in the years between 1700 and 1900, some of the social 
evils which led to the situation which Karl Marx wrote 
about might have been avoided. 

'The third reason why inflation is likely to continue is 
that the pressures operating to produce it are industry and 
nation-wide. As these pressures affect everyone, there is, 
therefore, little commercial advantage in not putting up 


The substance of a paper presented to this year's Cambridge Summer 
Conference of the Institute of Chartered Accountants in England and 
Wales. а 


prices and in fact the general reaction from competitors 
when one company puts up its prices is to breathe a sigh 
of relief and to put up their prices too. 

One cther point should be mentioned and that is the 
current phenomenon of unemployment side by side —if 
not hand in hand – with inflation. This is a natural con- 
sequence of the power of organized labour today and of 
the attitide typified by one American union leader who 
is reported to have said that he did not mind how many 
of his members were out of work so, long as those still 
employed were receiving higher wages. 


Costinc under inflation 


The first question to consider is what type of costing 
system to use. In my view there is no doubt that it is 
essential to focus attention quite separately on those costs 
which move in sympathy with production as compared 
with those which do not. If we lump the two together in an 
absorption system, we will end up with a mixture where all 
costs are grouped together which will make analysis and 
monitoring of costs extremely difficult. 

I therzfore propose that we should adopt direct costing, 
where we divide very clearly between costs which can be 
directly -elated to sales and those which cannot. In addition 
to using a system of direct costing, it is also essential to use 
standarcs. In this way the regular reports will not only 
report cn a profit contribution basis but the company's 
costing "will be based on a standard direct cost procedure 
which will provide an essential tool for pricing. 


Fixing standards 


This ncw leads on to fixing standards and here we are 
immediztely face to face with one of the complications 
caused by inflation. Should standards be set in real terms 
at some base date — possibly a year previously; should they 
be set at the beginning of a company’s financial year, at 
the middle or at the end of the year? Each method has its 
advantages and disadvantages, but I consider that the two 
most appropriate methods are either to fix standards near 
the end. of the next financial year or at the mid- -point of 
cost inc-eases in the next year. 

Using the first method, companies will have product 
costs available which will bear some resemblance to the 
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costs likely to be ruling when orders taken at the beginning 
of the year are being dispatched. Furthermore, the com- 
pany will be looking a year ahead at the beginning of the 
year and by the time its costs start to become out of date 
new standards will be on the point of being fixed and intro- 
duced. The danger of using out-of-date product costs is 
therefore reduced to a minimum. 

An alternative, which is better suited to reporting, is to 
fix standards at the mid-point of the cost increases expected 
during the next year. This does not mean taking June 
30th — if the year runs from January 1st to December 31st; 
it means selecting the average mid-point of cost increases 
expected during the year for which the accountant is fixing 
standards. This method, however, has the disadvantage 
that standards being used in the later part of the year will 
be out of date and consequently an adjustment will have 
to be made to thein if they are to be used for marketing 
purposes. 

Either practice poses two problems: 

(1) Profit contribution will be understated in a company’s 
budzets because standards will be used: which anticipate 
cost increases. In order to counteract this it is necessary 
to budget for favourable variances which will then bring 
net pgofits up to ‘actual’. (The second method of fixing 
standards probably has fewer disadvantages in this 
connection.) 

(2) As profit is being reported during the year, an adjustment 
must be made to take into account the favourable variances 
which will arise in the early part of the year because 
standards have intentionally been set at levels which 
proCuce them. If favourable variances are credited to 
profit as they arise, profit and stock will be overstated. 
Variances must, therefore, be adjusted before they can 
be reported in a company's profit and loss account. 


Reporting variances 

The first variance to worry about is that caused by the 
revaluation of stock at the beginning of the year from the 
old to the new standards and I recommend that this 
revaluation variance should be written off by calculating 
the cost of sales in the period over the stock at the beginning 
of the period multiplied by the opening revaluation 
variance, and taking the amount calculated to profit. The 
balance carried forward is of course written off the value of 
stock. . 

Operating variances arising during the year will be 
written oT in proportion to the value of stock on hand. 
In other words, if there are five months in hand at the end 
of June, we then write off the variances which have arisen 
in January. 

. Variances will then be reported thus: 


: £ 
Price XX 
Usage .. i xx 
Labour: Rate .. xx 

Efficiency Xx 
XXX 

Less: Carried forward XX 

Taken to profit Lxx 
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I appreciate that this method of handling 'уанаћсез, and 
fixing the standards which produced them, is incompatible 
with producing reports for lower levels of management — 
particularly factory management, where variances should 
be the signal for immediate action. 

The reason for this is that when variances are reported 
we have to bear in mind that we should be expecting 
variances and that for most of the year these should be 
favourable. However, this disadvantage is surely out- 
weighed by having standard product costs which anticipate 
future — and, in my view, inevitable — cost increases. 


Pricing 
Obviously prices are fixed having regard to the market but | 
in a time of inflation I consider it particularly important to 
do certain things. 

First, base prices on costs which always take account of 
expected increases and have regard to the time which the 
manufacture of a product is going to take. To stress this 
latter point, in my own company [Tube Investments] we try . 
to take account of the movement in costs between the time 
of receiving an inquiry and issuing a firm quotation. 
Furthermore, any quotation which is issued must always 
be limited to a specific period. . 

Secondly, product profitability using these costs must 
be analysed in much more detail than would otherwise be 
the case, because certain costs may well go up faster than 
others. The procedure I recommend for doing this is 
something that is rarely done in a direct costing system; 
it is based on taking all profit contributions — and then to 
allocate fixed costs to products, dividing rigidly between 
those costs which can be assigned or directly related to 
products — from those costs which are left over and which 
must then be allocated on some arbitrary basis. In this way 
a 'notional' net profit by product will be derived which 
is a most important tool in monitoring product profitability. 
Let me just stress again that in a time of inflation it is 
always much easier to push up prices than in a period of ·· 
price stability. 

In any group of companies there are generally problems 
with inter-group pricing, service charges and costs borne 
in one part of the group for another part. 

It is particularly important that these should be charged 
through at an economic price to the final company making 
the sale to the public, as otherwise the total unit will never 
make an adequate profit. In the case of my own division of 
Tube Investments we have certain central costs to allocate 
and we parcel these out by way of a charge on capital. 

Furthermore, I think it particularly important that all 
charges — including administration and all interest charges 
which are not normally included in stock values — are 
allocated for this purpose, because these are the items which 
can imperceptibly increase and which are so rarely taken 
into account in looking at a company's profitability. 
Interest on capital particularly is a charge which, quite 
wrongly, is very rarely brought into account. 

Any company has to watch so carefully that it is not 
pricing itself out of existence by applying a uniform 
percentage of profit to everything it makes and buys as 
it can so easily put itself out of a market – particularfy 
if its proportion of subcontract work is increasing. 
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Monitoring prices 


In actual practice, of course, very few companies have to 
fix a range of prices out of the blue — we generally start 
from some base, usually an established price list — and the 
techniques I have mentioned of reporting a notional net 
profit by product and of using conversion costs, are essential 
to understanding how a company's profit is being earned 
by products and of fixing the prices of new products. But 
how can we monitor prices during the year? In this connec- 


tion, pricing to an accountant really means pointing out to | 


his marketing colleagues when prices need adjusting to 
maintain profitability. 

When I spoke about the inclusion’ of higher costs in 
standards I did not specifically refer to depreciation. When 
people discuss the effect of inflation on accounts, they 
generally have in mind its effect on fixed assets rather than 
on working capital and before discussing this matter 
further it might be useful to quote some figures showing 
what has happened to company liquidity over the last few 
years. 

. А recent survey published in Journal UEC showed 

that, taking a sample of twelve British companies between 
1959 and 1968, when inflation, as measured by the consumer 
price index, was only 29 per cent — profits have probably 
been overstated by about ro per cent and retained probes 
T about 25 per cent. IE 

A. further survey shows that, Eon. a i daciple: ob 181 
‘companies over the last five years, fixed assets have in- 
creased by about £2,900 million and working capital -by 
£940 million. Cash generation during this period was 
approximately £2,500 million and the result for these 181 
companies was therefore a. cash-flow deficit of approxi- 
mately £1,300 million – or about 5 per cent of capital 
employed. 

Of this about half was attributable to acquisitions and 
there the real operating cash deficit was in the region of 
2] per cent — and this just about equalled the increase in 
working capital It is most important to appreciate that 
working capital has been a major source of the deterioration 
in companies' liquidity, for we so often create the impres- 
sion that it is only the i increasing cost of fixed assets we 
need worry about. 


Fixed capital 


As I have said, the procedure I have outlined should cater 
for working capital increases — but what about fixed capital? 
The arguments for higher depreciation charges are cogent 
and the continually increasing cost of replacing assets will 
not be covered by retentions unless depreciation. charges 
are increased. If depreciation charges are not increased, 
then retentions will not be increased and the erosion of 
fixed capital which takes place when fixed assets are 
acquired will not be halted. 

In order to provide the additional cash needed to pay 
more for our fixed assets we—so the argument runs — 
should increase prices to reflect the higher depreciation 
charge, make more profit but retain more to finance the 
future replacement of our fixed assets. It has now become 
dogma that assets should be revalued and depreciation 
increased, and the general tenor of this conference has so 
fár confirmed this view. 

My first thought is that it has never been. proved that 
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higher investment equals higher profits. In fact, there is 
considerable evidence to show that managements will 
invest in marginally unprofitable projects whenever 
retentions permit it. 

Secondly, it is often better financial strategy to make 
maximum profits, distribute maximum dividends, and keep 
share prices high — when extra capital can then be raised 
economically. (‘This of course is partly the thought behind 
the two-tier corporation tax system.) 

Thirdly, as gearing increases so the debt itself becomes 
more susceptible to inflation and there is a fall in the value 
of the debt approximately corresponding in rate to the 
increasing cost of replacing fixed assets. 

Fourthly, at the moment 40 per cent of any РА 
profit produced to finance higher depreciation disappears 
in tax. 

Lastly, in times of inflation, interest rates are high and 
the total amount produced — after tax — by retentions’ of 
Say IO per cent per annum over ten years is approximately 
13°5 per cent after ten years- whether invested in a 
sinking fund or merely regarded as a retention of profit 
which increases a bank balance or reduces an overdraft. 

I.am not saying that there are never circumstances 
where higher depreciation should be included,in product 
costs or where higher depreciation should be charged in 
reporting profit. It just seems to me that there is a great 
deal still to be examined before our minds can be made up. 


Tax allowances and depreciation 


What I do think should be very carefully examined, 
however, is an adjustment of capital allowances by reference 
to, say, a consumer price index. If something like this were 
done then it would become more appropriate to increase 
depreciation charges and to incorporate.these higher 
charges in an overhead rate to be used in arriving at a 
company's prices, and reported in a company: s published 
accounts. 

It is worth mentioning that where free depreciation is 
allowed, this largely amounts, in effect, to giving an allow- 
ance which will take account of higher replacement costs. 
It is regrettable that free depreciation is only going to be 
with us for two years and I do not think that it will be 
sufficiently permanent to warrant any change of pricing 
policies. 

Until a tax adjustment is allowed, however — and I think 
the Institute should use its full weight and influence to 
obtaining it — then I am not convinced that it would be 
right for any one company unilaterally to make increased 
depreciation charges, either for pricing purposes or in 
arriving at its retentions and in reporting its profits. If there 
were a national development to price level accounting and 
possibly even an international development accompanied 
by increased capital allowances, then the circumstances 
would be quite different and would call for a different 
approach. I feel that if companies were to ensure that 
their costing and pricing policies followed the broad 
principles I have outlined, then although it would still not 
answer the question (which fortunately was not my sub- 
ject), of how to report profits fairly in a time of inflation, 
we could at least be pretty confident that – unlike Karl 
Marx — we were going to make them. 
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The Profession You Save Could 


ANY of the sessions at the 84th annual meeting of 

the American Institute of Certified Public Account- 
ants held last month in Detroit (already referred to in 
these pages on October 28th) stressed the broader role of 
the practitioner in the modern world. Ina luncheon address 
in Detroit, under the provocative title ‘Who dealt this 
mess?, Mr Louis B. Lundborg urged his colleagues to 
accept "ће social responsibility of business as no less vital 
than its financial responsibility. 


‘We inecorporate life are going to be expected to do things 
for the good of society, just to earn our franchise, our cor- 
porate right to exist. That is why I am both amused and 
amazed that there should even be a question about the 
propriety of corporate social involvement, when it is to me so 
clearly our obligation.' 


Mr Lundborg supported his case by pointing out that, 
almost without exception, major American corporations 
devote proud pages of their annual reports to descriptions 
of what they are doing to help society — through minority 
employment, environmental protection and all the other 
fields that have recently become such burning national 
issues. He praised the British practice of making public use 
of the skills of the profession by requiring accountants to sit 
on government commissions. And he assured his listeners 
that, by taking a broad view of their responsibilities, ac- 
countants would not only be meeting the ‘prudent-man’ 
test as to the use of corporate time and resources but would 
also be helping to ensure the survival of their profession. 

In a session on 'Perspectives for the 1970s', participants 
were treated to a mixture of reassuring and disturbing 
thoughts on the conditions under 
which they can expect to be work- 
ing during the decade ahead. A 
government research director gave 
his view that drastic political 
changes, such as the emergence. 
of a third party or severe social 
unrest, were unlikely to distort 
normal, long-term ^ economic 
trends. | 

A somewhat discouraging note 
was struck by a prominent uni- 
versity figure, who expects to see 
the American educational system 
undergoing more profound changes 
during the 7os than in any earlier 
period of history. These changes 
will be forced upon the system by 
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From Our New York Correspondent 


the inefficiency of present teaching methods and the need 
for a drastic overhaul (in which accountancy skills will be 
sorely needed) of the existing financial arrangements. An 
important trend of the future, in the speaker's opinion, will 
be towards the type of ‘open university’ that Britain is 
now developing. 

A frankly critical stand was taken by Mr Ralph Nader, 
the consumer advocate. He rehearsed some of the well- 
known demonstrations that, on occasion, the performance 
of business in serving the 'true' public interest can leave 
much to be desired. He also opened old wounds by claim- 
ing that accountants are not sufficiently independent of 
their clients, that management advisory services may be 
incompatible with their true professional duties, and that 
members of the Accounting Principles Board should be 
chosen by election rather than appointment. Once moze, 
he returned to the argument (noted in this column on 
earlier occasions) that — despite their different purposes — 
tax and financial reports should be made to show the same 
profit figures. Nearing the end of this session, it was notice- 
able that many members of the profession began to drift 
disapprovingly away from Cobo Hall — the vast, concrete 
structure, duly adorned with historic motor-cars from 
nearby assembly plants, in which the 84th meeting was held. . 

‘New Concepts of Ethics’ was the theme of another, 1258. 
controversial session. It was addressed by a distinguisked 
lawyer, two well-known members of tbe investment 
community, and Mr Wallace E. Olson, of the American 
Institute's Ethics Division. Reference was made to -he 
restatement of the Code of Professional Ethics that has 





Mr Maurice Stans, C.P.A., United States Secretary of Commerce, addresses the annual meeting. 
Right: Mr Marshall S. Armstrong, C.P.A., retiring President of the American Institute, speakipg 
on ‘A Decade for Decision’ — the title of the Institute's 1971 report — with, seated, Mr John Lawlor, 
Administrative Vice-President of the Institute. . 
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been drafted and will be considered by the membership of 
the Institute, and perhaps adopted at next year's annual 
meeting. 

The session on management advisory services paid due 
attention to the need for an agreed set of standards for this 
area of practice, but avoided the censorious judgements that 
bad been offered in the discussion of 1970 perspectives. It 
was addressed by Mr Leonard M. Savoie, Executive Vice- 
President of the American Institute; Mr Thomas H. 
Williams, of the University of Texas, and Mr Roman S. 
.. Gribbs, Mayor of Detroit, who spoke on “The CPA and 
Better Management in Municipal Government': 


Under the chairmanship of Mr Bernard Barnett, a 


member of the Editorial Advisory Board of The Tax 
Adviser, four CPAs discussed the tax planning function. 
One conclusion was that, with the increasing complexity of 
the structure, more time will have to be devoted by the 
practitioner to staying abreast of the latest changes. 
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On the final morning of the three-day meeting, six 
members of the American Institute surveyed the. subject 
"Auditing around or through the computer – a comparison 
of two techniques’. A potpourri was also offered, under the 


. title “Discussions in the Round’, on such subjects as 


continued professional education, recruitment (including 
the need to seek. out more staff from minority groups), 
professional legal liability and the scope for establishing 
international practices. A session addressed by three 
experts from the university world returned to one of the 
meeting’s key themes by devoting two and a half hours, 
under the heading ‘Measuring the Unmeasurable’, to 
problems of the quality of life, the husbanding of human 
resources and corporate social responsibility. 

To underline the broadening of the horizons that the 
profession must nowadays scan, the closing luncheon was 
addressed by one of the moon navigators of this age – Mr 
Alan B. Shepard. 





Taxation 
Cases 


FA and AB Ltd v. Lupton . 
In the House of Lords — October 21st, 1971 


(Before Lord Morris or BORTH-Y-GEST, Lord Совт, 
Viscount DILHORNE, Lord Donovan and Lord SIMON OF 
GLAISDALE) 


Income tax — Dividend-stripping — Forward-stripping — Allotment 
of shares to existing shareholders — Shares sold to share-dealing 
company — Warranty as to future dividends — Agreement to. pay 
damages for breach of warranty — Stakeholder — Sales of shares — 
Tax loss — Repayment claim — Whether a trading transaction — 
Income Тах Act 1952, sections 341, 536 — Finance (No. 2) Act 
1955, section 4. А 


This case was previously reported in The Accountant, June 14th, 
1969. Four of the five cases then before the Court were dropped, 
and the following case, different from that in the previous report, 
was the only one taken to the Court of Appeal. , 

The shareholders in Spencer Wire Co Ltd were the members 
of a family named Gill. Early in 1960 the Gill family went to 
FA & AB Ltd (the dealer), a share-dealing company 
specializing in dividend-stripping. The Gill family held all the 
shares in Oakroyd Investments Ltd, which in turn held all the 
shares in Elm Tree Industrial Finance Co Ltd, and Elm Tree 
held nearly all the shares in Spencer Wire Co Ltd. On March 
20th, 1960, Spencer Wire declared a dividend of £1,360,000 
and paid the dividend, less tax £560,000, namely, £800,000 to 
Elm Tree. 

On March 3oth, 1960, the dealer bought all the shares in 
- Oakroyd from the Gills for £1,323 946, plus a sum equal to 
the excess of Spencer Wire's book debts over its liabilities. This 
proved to be £336,000. The vendors warranted that Elm Tree 
could declare a dividend of £800,000 net. If the dealer recovered 
tax on the reduction of the value of the Oakroyd shares, it would 


be entitled to half the tax recovered, i.e., £200,000, and the 
Gills to the other half; and if it failed to do so, the £200,000 
was to be paid to the dealer as liquidated damages? Meanwhile 
Anglo-Israel Bank Ltd was to hold the £200,000 as stakeholder. 

On March 30th, 1961, Elm Tree paid a net dividend of 
£800,000 to Oakroyd, and the latter paid a dividend of the same 
amount to the dealer. The tax computation of the dealer for 
1960-61 reflected a loss of about £1 million, the difference 
between the cost of the Oakroyd shares on March 3oth, 1960, 
and their value on March 3oth, 1961. The dealer claimed repay- 
ment of tax on the £1 million under section 341 of the Income 
Tax Act 1952. The amount of this repayment would be about 
£400,000. The Inland Revenue refused the claim and on 
appeal to the Special Commissioners, the latter decided that 
the transaction (and the other four) was not a transaction of 
trade, but was a dividend-stripping transaction. 

Held (affirming the decision of the Court of Appeal): the 
transaction was not one in the trade of share-dealing, but was a 
dividend-stripping transaction. 


Pritchard v. Arundale 

In the High Court of Justice (Chancery Division) 

July 3oth, 1971 

(Before Mr Justice MEGARRY) 

Income tax — Employment ~ Chartered accountant — Leaving 
partnership for managing directorship in business — Stipulation for 
transfer of shares to him ~ As consideration for entering the 
employment — Whether shares a taxable emolument — Income Tax 
Act 1952, section 156 — Finance Act 1956, section ro. 


The taxpayer was a senior partner in a firm of chartered ac- 
countants, and at the age of 47 he was asked by a client (Mr 


" Lowe) to enter the latter's company's business as managing 


director. On June 19th, 1962, his service agreement was 
executed, and he began his duties on October rst of that year. 
The agreement recited that the taxpayer had agreed to serve 
the company as joint managing director for seven years subject 
to determination. 'The employment was a whole-time one, and 
there was a restrictive clause restraining competition within a 
radius of 20 miles and for a period ending two years after the 
determination of the employment. The annual salary was 
£5,500 a year. Clause 2 of the agreement was as follows: 


«Та consideration of Mr Arundale undertaking to serve the 
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company as aforesaid Mr Lowe shall forthwith after the 

execution of this agreement transfer to Mr Arundale four 
thousand of. Mr Lowe's shares in the company.’ 

· By clause 3 an option was given to Mr Lowe to re-purchase 

the taxpayer's shares after the determination of the employment. 

The taxpayer was assessed under Schedule E for 1962-63 in 

the sum of £7,000 in respect of the four thousand shares. The 
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Inland Revenue contended that, the shares were a taxable 
emolument. For the taxpayer it was contended that the shares 
were an inducement for him to give up an established position. 
and to compensate him for the loss of that position; and that the 
value of the shares was a capital receipt. The Special Commis- 
sioners decided in favour of the taxpayer. 

Held: the Special Commissioners' decision was correct. 





FINANCE AND COMMERCE 


Ladbrokes 


£ E are not in a risk business, we are in retail.’ The words 


are Mr Cyril Stein’s and the company in retail is 
Ladbroke Group, of which he is chairman. Ladbrokes is, of 
course, one of the biggest names in betting and Mr Stein’s 
contention that betting is not a risk business is based on the 
undeniable fact that if commercial television in its original 
form was a licence to print money, betting shops are undoubtedly 
‘a licence to Inake it. 

Those who profess to know about these things maintain that 
the horse race punter, because of the bookmakers’ ability to 
pass on rising costs, rising duty and rising taxation in the shape 
of narrowed odds, is given just about the rawest deal there ever 
could be. Betting shops have retailed the betting facility to 
the punter who has taken every possible advantage of the 
retailed opportunity to lose his money: it is the psychology of 
gambling that one win wil] provide a spur to innumerable losses. 

But for how long Mr Stein will be able to maintain that his is 
not a risk business is an interesting point because he is clearly 
of a mind to push the Ladbroke Group well beyond its basic 
betting business. When the 1970-71 accounts were issued, the 
company was in the throes of taking over Arbiter & Weston, 
a company owning 30 bingo halls in various parts of the 
country. ‘We intend’, said Mr Stein, ‘to establish ourselves as 
a major force in this popular leisure field and to purchase other 
halls as these become available.’ 


Development plan 


Acquisition of Arbiter & Weston is part of the 1971-72 de- 
velopment plan outlined by Mr Stein in his review with the 
accounts. Betting turnover this year should reach £100 million, 
with over £80 million of it in cash operations — which means 
from betting shops. A new area in the south-west is being 
established. The total number of shops operated should reach 
800 by June 1972. Two new credit branch offices in Leeds and 
Edinburgh are expected to be opened. 

With acquisition of the underlease and freehold of 21 Hertford 
Street, London (opposite the Hilton Hotel) completed, the 
company will soon be applying for consent to operate a casino 
there. With the Ladbroke Club casino in Hill Street, Ladbrokes 
will then be operating two casinos in Mayfair. 

Sites for office developments have been obtained in Bristol, 
Cardiff and Birmingham, with planning permission obtained to 
build some 80,000 square feet of net lettable office space. By the 
end of 1972 - as distinct from the end of the 1971—72 financial 
year— Ladbrokes will have completed hotels in Leeds, Bristol and 
Teesside and will benefit, thereby, from the Tourist Board grant. 

Note 1 to the profit and loss account shows how cash betting 
operations dominate both turnover and profits and, if the 
forecast is met, cash betting turnover will rise by £12 million 


Hedge their Bets 


this year and credit betting by over £1 million. Currently, the 
group is operating about 690 betting shops which means that, 
according to the forecast, well over 100 will be added by the end 
of next June. In the past year 179 additional shops were opened 
and the Jack Solomons & Bud Flanagan chain of 35 shops 
added £120,000 to profits in the second half of the year. 

Mr Stein states that at an early stage in the development af 
the company's cash betting operation it was decided to operate 
through decentralized line management. Through this system a 
large number of acquisitions have been successfully integrated. 


Areas 

Each of the ten areas in the cash betting division is led by an 
area manager responsible for profit and controlling the officers 
in charge of accounts, personnel, security and shop fitting. 
Each area manager controls the shops through a team of 
district supervisors who, in turn, supervise the work of senicr 
managers, each of whom is allocated a group of shops for his 
direct supervision and control. 

"There is separate management for the Hotels Division under 
English & Overseas Hotels. The hotels being built in city 
centre sites in Leeds, Bristol and 'Tees-side will be in the fouz- 
star category and will have over 200 rooms, first-class con- 
ference facilities and speciality restaurants. The hotel owned in 
Wakefield by Arbiter & Weston will go into this division. The 
Kursaal subsidiary's hotel and casino complex has been in 
operation for five years. 

But unless there is a major acquisition outside the bettirg 
industry, non-betting interests will still make comparatively 
modest contribution to group profits. In the past three years, 
while credit betting turnover has shrunk from £22°8 million -o 
£18-9 million, cash betting turnover has risen from 223 million 
to 2681 million, and that is where the growth is still considered _ 
to lie. 


Comparision 

In the year to last June, turnover in the bookmaking indust-y 
rose by 8 per cent, but Ladbrokes’ turnover rose by 25 per cent. 
A table comparing four-year growth in the industry with that of 
Ladbrokes and taking 100 as the 1968 base puts the industry at 
тто-т per cent and Ladbrokes at 221-4 per cent in mid-1971. 

It is no wonder, therefore, that in the betting indust-y 
Ladbrokes has its critics. One City journalist, on mentioning 
that he was going to see Mr Stein the following day, was told by 
а Ladbroke rival ‘Ask him what his shares are going to fall io 
when his profits are clobbered by more duty?’ 

The fear among the smaller fraternity (if fraternity is the rigat 
word) is that continuing expansion in Ladbrokes’ turnover and, 
more particularly, in profits will lead to the imposition of 
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heavier duty and.levy on bookmakers' operations and profits. 
Ladbrokes, and one or two of the other major groups, could 
carry the duty and levy weight, but the small concerns would be 
in danger of being forced out of business. 

These smail concerns are quite prepared to see Ladbrokes 
going into hotels, office development, bingo and anything else, : : 
but they are not exactly overjoyed at the pace of Ladbrokes’ i 
expansion in cash betting. The pace is impressive. 

By the end of June, Ladbrokes will own 800 betting shops. In 

_ mid-1966 the number was just 31. 


£ 

4,351,318 
784,589 
2,369 

68, 
1,211,780 
6,418,722 
2,732,317 
1,025,116 
1,394,036 
73,000 
1,194,253 


£3,686,405 
£3,686,405 


30th June, 1970 
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872,073 
2,169 
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£ 
6,812,358 
1,181,496 


- 7,686,600 
1,950,984 


9,637,584 
4,646,786 
£4,990,798 
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29th June, 1971 


Tricovilie 


N the first public accounts of Tricoville Ltd, the double knit 

and knitwear company, the chairman, Mr D. A. Jacobs, 
B.COM., F.C.A., is naturally pleased not only to report that the 
prospectus forecasts were exceeded but that the company has 
been included for the first time in the financial tables for the 
clothing industry for 1970 by the Economic Development 
Committee for the Clothing Industry. The company is third in 
the profitability rankings for all companies and first for both |“ 
sales per employee and profit per employee. 
. Control of the company is in the boardroom and. so the 
figures that go with the third place in profitability and first 
for sales and profit per employee are known to holders of the 
majority df the shares. But should not all shareholders, parti- 
cularly those new to the company through the share marketing, 
share the good news? 

The immediate reaction is to look in the directors’ report for 
that paragraph on the average number of people employed 
during the year and their aggregate remuneration. But the 
information does not appear in the Tricoville report because 
the number of employees was less than 100. In fact, Mr Jacobs 
on inquiry says that the figure is about the same as was stated in 
the prospectus last March, and that was merely 52. Since 
Tricoville net invoiced sales in the year to mid-July were 
£1,262,850, trading profits £167,173 and pre-tax profits 
£125,229, the ‘per employee’ figures will take some beating. 


£ 
3,390,687 
1,256,099 
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CONSOLIDATED BALANCE SHEET 29th June, 1971 
Property, licences, equipmentand vehicles 


Goodwill 
RIGHTS AND DEFERRED DEBT 


FIXED ASSETS 

Trade investments 
CURRENT ASSETS 
CURRENT LIABILITIES 
DEFERRED LIABILITIES 
FINANCED BY: 

SHARE CAPITAL 

RESERVES 

TAXATION EQUALISATION 
MINORITY INTERESTS 


£ 
102,512 
179,395 


——— 


1970 
27.5 £281,907 


% 
10. 
47.5 


= 


` A. B. Electronics 


HE first page of the report and accounts of A. B. Electronic 
Components is particularly informative for those readers of 
a company’s report whose first need is to know what the com- 
pany does and where it does it. The first page shows the 
: company's name in blue type at the head. and underneath in 
“black type the products: Thick Film Microcircuits, TV 
Distribution Equipment, Switches, Electronic Assemblies, 
Variable Resistors, Aerials, ТУ Tuners, ЕРЕ Connectors, 
Printed Circuits. 

Then by itself in bold black type appears the word ‘FOR’ 
with the following details underneath: computers, data pro- 
cessing, instrumentation, television, marine and mining 
engineering, office equipment, domestic appliances, radio 
telecommunication and so on. After that list there are two 
bold type words ‘MADE AT” and underneath: Abercynon, 
Glamorgan; Dinas, Rhondda, Glamorgan; Porth, Rhondda, 
Glamorgan; Newbury, Berkshire; Werne'a.d. Lippe, Germany. 

It is all simplicity itself but like most matters that appear 
simple, considerable thought no doubt went into it. But there 
is also a nice simplicity throughout the report, as witness the 
fust paragraph in Lord Brecon's statement to shareholders. 

~ The chairman says: ‘During our last financial year difficult 
trading conditions affected our industry in most parts of the 
world. It is particularly pleasing, therefore, that we achieved a 
good recovery. Sales increased by 13 per cent and profitability 
improved by 40 per cent. In the UK, total borrowings decreased 
by £240,000 and stock levels were reduced by £150,000. 


LADBROKE GROUP LIMITED 


£ 
130,461 
391,883 . 


1971 
40.0 £521,844 


% 
10.0 
30.0 


The profit.on sale of quoted investments was £205,580 which after corporation tax at 40% of £82,289 leaves 


a net profit of £123,291. 
The charge of £31,995 includes a capitalisation issue in a subsidiary less the post acquisition losses eliminated 


on the sale of a subsidiary. 


Notes on Consolidated Profit and Loss Account (continued) 
7 PROFIT ON SALE OF QUOTED INVESTMENTS AFTER TAXATION · 


Includes £988,260; 1970 £343,920, dealt with in the accounts of the holding company. 


6 GROUP PROFIT AVAILABLE FOR APPROPRIATION 


8 PRIOR YEAR ADJUSTMENTS 
9 DIVIDENDS FOR YEAR (gross) 


Final proposed 
• 


Interim 
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City Notes 


HERE Wall Street goes, London goes — and since 

Wall Street does not appear to know where it is going, 
there is a certain amount of doubt about the London stock- 
market for the time being. It is all very much the old story of 
` present facts versus future hopes. 
© In the American as well as the British economy there are 
future hopes of growth. British industrialists must be getting 
weary of being told of the rosy road ahead, and it is clear 
enough that British investors have become weary of hearing 
about the rosy future and of not seeing it translated into a 
bullish stock-market trend. | 

It is equally clear that British industry, has the capacity to 
expand. But until that capacity is fully taken up there will be no 
firm movement towards industrial capital expansion and new 
progress made in the extension of capital investment. 

There is currently also an obsession with the unemployment 
figures. The figures are likely to continue to rise at least until 
next spring, and that fact of the present and short-term future 
will continue to check hopes of improvement in the situation in 
the medium to longer term. | 
` The London stock-market, irrespective of its present following 
of New Yofk, is currently paying the price of too much optimism 
and not enough realism earlier this year. 


* * * * 


EHIND the doubts apparent from the behaviour of world 
stock-markets lies the continuing concern at the absence 

of progress towards any solution of the international currency 

` problems that have developed from the American action of 
last August. The coming meeting of The Group of Ten could 
prove crucial, and failure of this meeting to arrive at least at 
some agreement as to how the problem should be tackled would 
be disturbing. It is accepted that political issues rather than 
. technical problems bar the way to progress in the currency 


situation. It is also accepted that trade is already beginning to 
be affected by currency uncertainty and the new relationship 
of exchange rates. 

There is a distinct feeling growing that an offer from tae 
United States is needed for progress to be made for a foreign’ 
exchange settlement in terms of a new realignment of parities, : 
albeit with considerable wider dealing margins than under the 
former system. So far, the movements towards solution have 
come from the revaluation of non-dollar currencies. There is . 
understandably a feeling that revaluation through floating >. 
rates has gone far enough and that there should be a солігі- 
bution to the realignment process from the dollar itself, 


* * * * 


HERE is much City debate currently on the question of the 
desirable age, function and general performance of a company 


director. It is an accepted fact in debate that the required retiring | ` 


age for a company director is five years more than the age of’ 
the speaker who is talking on the subject at any particular time. 

But ете is room at least to consider, if not seriously to doubt, 

the verzcity of the basis on which some recent comments have 

been made. Just what kind of company director is it who is 

too old at 50 or drops into early stages of senility at 55? . 

Is it the function of a company director persistently to be a 
wheeler dealer buying up companies, stripping assets, changing 
company function and all the rest of it? Are there not some ` 
directors whose job it is, mundane though it may seem to the 
‘dealing’ brethren, to see that factories produce goods efficiently 
and eccnomically. It is not their prime object in lifé to buy 
up other companies, strip the assets, pocket the cash and then 
sell the company off again. There is room to question whether ` 
that is the true role of the company director and whether those 
whose role that is should insist that their’s is the only function ` 
that matters. 


RATES AND PRICES 


` Closing prices, Monday, November 8th, 1971 


: Tax Reserve Certificates: (29.9.71) Companies 34% ; 
2% surrendered for cash; Personal 34% 


Foreign Exchanges 


Bank Rate 
Nov. 18, 1967 .. S 8% Mar. 5, 1970 .. R% 
Маг. 21, 1968 e 7% April 15, 1970 .. EE UA 
Sept. 19, 1968 ..° .. 7% April 1, 1971  .. .. 6% 
Feb.27,1969  .. e 8% Sept. 9, 1971  .. ws 895 
Finance House Base Rate – November 151, 1971. 54% 
Treasury Bills 
Sept. 3 . £4'916595 Oct. 8 .. £46763% 
Sept. 10 .. 44863395 Oct. 15 .. £4 610395 
Sept. 17 . £4:804996 Oct. 22 .. £4 572396 
Sept. 24 .. £4°7531% Oct. 29 .. £4:5610% 
Oct. 1 .. £47235% Nov. 5 . 447569376 
| Money Rates 
Day to day 2-44% Bank Bills 
7 days- .. 43-45% 2 months . 43-48% 
Fine Trade Biils 3 months ' 485—438 96 
3 months 54% 4 months 48-48% 
4 months 54% 6 months ' 48-44% 
6 months 54% 


New York 274943 Frankfurt 8:3340 
Montreal 2:5075 Milan 152715 
Amsterdam 8:3375 Oslo 171125 
Brussels 115'63 Paris 13°7862 
Copenhagen 18-1500 Zürich 9'9595 
Gilt-edged | 

Consols 4% 46% .Funding 64% 85-87 881. 
Consols 24% 29 Savings 3% 65—75 921i 
Conversion 34% . 40% Treasury 9% 1994 1034 
Conversion 5195 1974 993 Treasury 64% 1976 1012 
Conversion 695 1972 10043 Treasury 33% 77-80 834xd 
Funding 34% 99-04. sii Treasury 34% 79-81 82} 
Funding 4% 60-90 97+ Treasury 5% 86-89 743 
Funding 54% 78-80 gttxd Treasury 54% 08-12 67i 
Funding 54% 82-84 90€ Treasury 2395 282 
Funding 52% 87-91 - 794 Victory 4% s 974 
Funding 6% 1993 78$ War Loan 34% ... 401 
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Special and Ordinary Meetings of the Council 


At special and ordinary meetings of the 
Council held on Wednesday, November 
3rd, 1971, there were present: 
Mr A. H. Walton, President, in the Chair; 
Mr E. K. Wright, Vice-President; Messrs 
J. F. Allan, J. A. Allen, D. E. M. Appleby, 
G. R. Appleyard, B. D. Barton, J. C. Bayley, 
D. A. Boothman, L. H. Clark, R. W. Cox, 
C. Croxton-Smith, P. H. Dobson, J. V. 
Eastwood, Professor H. C. Edey, Messrs S. 
Edgcumbe, К. W. Foad, с.ве., E. J. Frary, 
J. W. G. Frith, J. P. Grenside, R. F. Griffiths, 
S. R. Harding, W. Hare, J. S. Heaton, J. A. 
. Jackson, A. №. John, c.B.E., R. О. A. Keel, 
S. Kitchen, Sir Ronald Leach, с.в.Е., Messrs 
J. Lunch, W. R. McBrien, E. C. Meade, 
W. G. Medlam, S. A. Middleton, W. Bertram 
Nelson, c.3.£., E. J. Newman, D. С. Richards, 
D. W. Robertson, J. D. Russell, K. J. Sharp, 
T.D., R. С. Slack, Н. С. Smith, С. Tattersall- 
Walker, С. С. Taylor, К. Н. Taylor, А. С. 
Thomas, R. Р. Tovey, D. N. Walton, J. 
Whitehead, R. С. Wilkes, O.B.E., T.D., J. C 
Montgomery Williams, R. G. Wilson. 


Appointments to the Council 


The appointments to the Council of 
Mr D. E. M. Appleby, s.sc.(LOND.), 
B.SC.(NOTTS.), Е.С.А., Nottingham, Mr 
J. D. Cormie, M.A., Е.С.А., London, 
and Mr B. G. Rose, F.c.a., Birmingham, 
to fill the vacancies caused by the retire- 
ment of Mr S. Dixon, M.A, Е.С.А., 
. Birmingham, and the resignations of 
Mr N. Charlton, B.A., F.C.4., Runcorn, 
and Mr У. W. Fea, B.A., F.c.A., Smeth- 
wick, were confirmed. 


Resignation from the Council 


'The Council received with much regret 
the resignation of Mr R. W. Foad, 
C.B.E., Е.С.А., London, from his member- 
ship of the Council. Mr Foad had been a 
member of the Council since 1966. 


Publicity 


The following statement was approved 
for publication: 

The Council has reviewed Section E.3 
of the Member? Handbook and has 
agreed, pending a full revision of the 
Section, on certain changes and inter- 
pretations of points of difficulty which it 
is, hoped will be of benefit to members. 
These are as follows (paragraph refer- 
ences are to existing E.3): 


*Sub-contract work (Paragraphs 
8 and 9) 


Advertisements in classified form in the 
professional press for sub-cortract work 
are permitted. A member may make a 
direct approach to a member in practice 
offering his services. The fcrm of the 
approach is not now specified under the 
old ruling a letter was allowec but not a 
circular. 


Changes relating to partnerships 
(Paragraph 17) 


Business associates as well as clients may 
be notified of changes relating to partner- 
ships. Notices in the non-professional 
press should be limited to an announce- 
ment of the retirement or death of a 
partner or of the dissolution of a partner- 
ship. 


*Talks, lectures, attendances at 
conferences (Paragraphs 35 and 36) 


The name of the member's firm may be 
given. There should, however, be no 
undue publicity before, durimg or after 
the conference for the services offered by 
the firm. 


Directories (Paragraph 40) 


A member firm may have entries in 
telephone directories, including the 
“Yellow Pages’, or in Kelly's Directories 
in the standard bold faced type. Display 
entries are not permissible. 


Building Society Agencies 

(Paragraph 55) 

An illuminated sign in conneccion with a 
building society agency is permitted 
provided it refers only to the building 
society and is not given -undue pro- 
minence. 


Issue of booklets by members 
(Paragraphs 60 and 64) 

The name and address of the issuing firm 
may appear anywhere on a booklet or 
other publication prepared by a firm 
provided that it is not given undue 


*These represent significant caanges. 


prominence, and a copy of the booklet 
may be displayed in the member's 
waiting-room. 


Membership of Committee | 


The Council made the following appoint- 
ment to committees: Mr J. P. Gillies, 
F.C.A., Bristol, was appointed to serve on 
the Education Committee as a co-opted 
member. 


Registration of Articles , 


"The Secretary reported the registration of 
612 articles of clerkship for the? quarter 
ended September 3oth, 1971 the total 
number for the year ended September 
3oth, 1971, being 4,426. Comparative 
figures for 1970 were 738 and 4,728. 


Admissions to Membership 


The following were admitted to member- 
ship of the Institute: 


Adu, Emmanuel Dele, p.sc., Manchester. 
Allen, Stephen James, Norfolk. 
Appleby, John Ernest, Sheffield. 


Badiani, Arvind Premjibhai, Manchester. 

Baig, Yusuf Ali, London SW6. 

Bailey, Colin John, в.сом., Newton-le-Willows. 
Bailey, Philip Stephen, Ilford. 

Bain, William Edmond Adam, Windlesham. 
Baldwin, Edwin George, B.sc., London SW19 4L F. 
Ballantyne, William Joseph, Manchester. 
Bartlett, Robert Wilson, B.sc., Newport, Mon. 
Benest, Brian Peter Voison, Jersey. 

Blythin, Paul, Maidstone. 

Bowden-Smith, Robert William, London EC2. 
Box, Stephen John, Hove. 

Brearley, John Paul, B.A., London WC2. 

Briggs, David, B.a. , Chesham 

Brooksbank, David William, i. Hambledon. 
Brown, Michael Leslie, Edgware. 

Brownlee, Ian Colin, North Shields. 

Burjorjee, Homi Burjore, London SWs. 
Butcher, Paul Andrew, Loughton. 


Carey, John Francis, London №2. 

Carter, Derek Roy, Birmingham. 

Chesler, Stanley Peter, B.A., Birmingham. 
Chris, Robert Graham, B.SC., Madrid. 
Churchill, Andrew Hayward, Goring-by-Sea. 
Coe, Roger Stanley, B.com., Enfield. 

Collett, Aubrey James, Newport Pagnell. . 
Cooper Bailey, William John, M.A., London SWr9. 
Corbin, (Mrs) Teresa Mary, London Wr 3EB... 
Critchley, Martin Andrew, В.5С., Wirral. T 
Croser, (Miss) Alison Patricia, Sunninghill. 
Crowther, Brian Michael, Bradford. 


Cummins, George Irving, Blackburn. 


Darvill, Keith, Chinnor. 

Davies, John Martin, Wrexham. 

Deazeley, Brian James, B.SC., Orpington. 

Desai, Kaushik Jayantilal Sunderlal, London N3 


Dobbie, James Wilson, Cockermouth. 
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| Dobson, Hugh Andrew Philip, B.A., Edenbridge. 
Dunworth, Alan Michael, B.SC., London W14. 


Easley, Michael Arthur, ‘Manchester. 
Edwards, John Richard, в.ѕс., Caerleon. 
-Elsey, Walter Philip Joseph, Beckenham. 
Espley, Christopher, St ord. . 

2 Everson-Davis, Godfrey Miles, Bristol. 


Forbes, (Mrs) Adrienne "Margaret Kirkby, Hert- 
ford: А 

, Ford, David Vincent, Bristol... | 

' Francis, Anthony Rowland, Warlingham. 

"Friend, Malcolm David, Birmingham. s 


Garfen, Gerald, London N14 7NL. (Resident- 
abroad.) 
` Gascoyne, Rodney John Newham, London МҸ 


8PJ. : 
Giles, Alan Keith, London SW18 2RQ. 
Glyn-Davies, Hewlett Murray, Sevenoaks. 
Goldstein, Anthony Malcolm, London ММО 8ХР. 
Good, Charles Anthony, B.sc., Woking. 
- Grammer, Derek Paul, Hove. | 
Greatbatch, Kenneth J ohn, Birmingham. 
Greaves, Leslie, Bromsgrove. 
Groom, Richard Joseph, в.А., Bristol. 
Guy, Richard John, Jerkhamsted. 


Hallows, Richard Antony, В.А. ‘Tondon ws 1AN. 
"Harmsworth, Christopher Lawrence, Andover. 
Hees, (Miss) Stella Barbara, в.сом., London 


Hartley, Paul Robert, Stanmore. у 

- Heah, (Miss) Wendy’ Tin-See, в. SC., Singapore, 
‘Hill, Graham Denis, B.SC., Ewell. 

Hill, Julian Peter Dunlop, Stratford-upon-Avon. 
Horsheld, Geérge Richard, B.SC., Bolton. 


Illingworth Kay, Colin Malcolm, London Wir. 
Irant, Jamshed Homi, London SWio oJY. 
Iyer, Ramakrishna Raghunatha, Reading. 


Johnson, David Edward, в.сом., London E7. 


_ Kayser, Michael Tan, London N14 4HH. : 
‘Khaleeli, Jameel, London SW15. у : 
Kingsmill, David Gordon, B.SC., Paris. 


Lamey, David Robert, London N3 INF, | 
Lang, (Miss) Gwendolen Eileen, London SE1 BY. 
Larkins, Jeffrey, B.A., Bournemouth. ' 

, Lasseter, Ronald Sydney ‘Gaston, B.SC., London 


Lea, John Edward, B.A. , Tarporley. 


Macmillan, David John, Bowden. 

Male, Barry William, Reigate.. ‘ 

, Marron, (Miss) J acqueline. Marie, Tettenhall- 
Wood: | 

Mawby, Trevor John Charles, Bristol. | 

Meadows, Christopher James, Wirral. ' 

. Metcalfe, Michael Graham, B.sc., Wirral. 

Mills, Tan Richard, Woodford Green. 

. Moulton, John Christopher, B.A., Oxford. 

Mulcahy, , Vincent Valentine, . B. SC., London N2 


Murphy, Michael John Considine, Loidon SWT: 
Myers, Allan Paul Michael, Edgware., 


Netherway, Robert William, Birmingham. 
Nickson, Jeremy David Bedford, London Wi. 


Obed, Hashim Ali, B.A., Manchester. 
Odunaiya, Ademola Wemimo, B.COM., Lagos. ` 
- O'Farrell, William, B.A., Croydon. $ 


Osborne, "David Jonathan, Littleover. ~ 


Oweida, ‘Mohammad Nour Mustafa, Beirut. 


Pain, David Peter, Cuckfield.  . 

Patel, Yashwant Purushottam, London NW3. 
Pickering, John Christopher Gordon, Stockport. 
Preston, Stephen John, Sheffield. - 


Rahman, Mujibur, London N4. 

Reast, Peter Barradell, Barnstaple. 

. Robinson, Antony J ohn, Kingswood. 
Robinson, Keith O'Dwyer, Sutton Coldfield. | 


Salinger, Michael Lawton, Wembley. 

Salt, Derek Arthur, Hassocks. 

Sanderson, Michael Peter, в.А., London. NW3. 
Seal, Michael, London №4 4SP. 

Shaw, "Thomas John, B.A., London W6. 
Shearer, Anthony Patrick, London SW19. 
Shepherd, Richard James, B.A. » Cirencester. 
Shire, Roderick John, London МУ. 
‘Simmons, Derek, London Nr4. 

Springer, N icholas Sidney, London NW 8. 
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md, John Ernest, Chigwell. `` : 
i Stephenson, Neil Ian Mackenzie, B. A., Malvern. 


' 


Stevens, Dennis, Baldock. 


. Stone, Timothy 1 ohn, B.A., Bideford.- 


Е . Talyarkhan, Darab Rustom, London W2 1NH. 
. Tan, Ngee Tiong, B.com., Selangor. 


Tanner, William Charles, *Chipp enham. ' 

Taylor, Richard George, M.A., Sheffield. 

Tedder, Philip Anthony, B.sc., London NW4 2TH. 
"Trapani, Antonino, Maidenh ead. 


Unwin, Stephen William, в.ѕс., London SW6. 
Upperton, Peter William, B.sc., London E18 2RF. 


Wadsworth, David Stuart, B.sc., London SEr3. 
Warren, Peter John, Seaview. 

Watters, Kevin Pearse, Brentwood. 
Whitworth, John Michael, Southport. 


- Wilby, Dennis Frank, LL.B., Solihull. 


Wild, Andrew Philip, B.A. , Manchester. 


Wild, (Miss) Hilary Frances, еа 


Wilson, Ian, London N14 4T 
Wootton Woolley, 'Robin Michsel, Walton-on- 


~ Thames. 


Yates, Roger Philip, Mansfield. 


4 


Additional Applications for | 
Аатіѕѕіопѕ аѕ Associates 
under Clause 5 


Abott, David John, London SEr13. 

‘Adame, Michael James, Bradford-on-Avon. ., 
Al-Samadi, Moyassar Adeeb, B.a., Mosul, Iraq. 
Anderson, David John, Brentwood. 

Ansdell, John Reginald Wardhaugh, B.A., Bushey. : 
Anthonisz, Ian Haig, London N12. . 

Armstrong, (Miss) Madeleine, Seaham. 

Austen, Derek, M.A., Sunbury-on- Thames. 


Baker, Peter Garry; B.A., Birmingham. 
Barnsley, Kenneth, West Bromwich. 


` Bell, Geoffrey Malcolm, B.SC., London EC4 4DA. 


Benson, Anthony Francis Riou, Harrow. 


Bentley, Peter John, Sutton. 


, Birkett, Joseph William, B.A., Northolt. 
. Bissex, Michael Douglas, Bootle. ` 


Bland, Stephen J oseph, ; Wembley: 

Blay, Paul Richard, Kenilworth. ` 

Bond, Richard James Morten, London Swix gPP. 
Bradley, Philip Stephen, Blackburn. | 
Bradshaw, Roger Harold, в.5с., Cowbridge. 
Brookes, Stephen George, Stratford-upon-Avon. 
Brown, Stuart William, B.A., London W3. . 
Bruce, Hon. James Henry Morys, London W6. 


_ Buckley; Anthony James Joseph, Malvern. 


Burbidge, Richard John Newton, Birmingham. 


Cartmell, Peter Anthony, B.A., Alderley Edge. 
Cheung, Kin Piu Valiant, London Ws. 
Chevern, Stephen, London NWọ. 

Chubb, ] ohn Andrew, B.SC., Ashtead. 

Clarke, Christopher Raymond, Huddersfield. 
Collins, (Miss) ў, acqueline Brenda, Brentwood. 
Conway-Hughes, David Anthony, Ryde. ' 
Crane, Geoffrey, Hayes. 


" Curzon, (Mrs) Avril, Stanmore. | 


Davies, Owen, Guildford. 
Dodson, Michael William, Selsdon. 


"Donald, ’ Andrew McLaren, London Wr. 
' Duma; Alexander Agim, LL.B., London SW1. 


Dunlop, Robert Andrew, Chichester. | 
Eaves, (Miss) Shirley Jean, Thornton Heath? 


Fon Sing, Edison Lee Chong, London SWr2. 
Ford, (Miss) Pauline, Loughton. р 


- Gee, Philip William Sydney, Bilston. 


4 upon 


Gibbons, Philip Michael, St Annes on the Sea. 
Gillings, Ian, B.A.;.Isle of Man. 
Gillis, David Solomon, Newcastle upon Tyne. 


5 Godfrey, John Arthur Cadas, Caistor. 
‘Hall l, Richard John Jeaffreson, M.A., London NW6 


Hall, William John, London N11. 
Hamilton, Nicholas Mark, Osterley. 
Hanna, Peter Neil, London SWis. 
Harbage, Keith John, London SWio 6BN. 


: Haunch, Richard Antony, Cheam 


Heath, Robert Walter, Moretonhampstead. 
Heskett, John Errington, B.A., Reigate. 


à Holbourne, (Miss) Anne Rosemary, B.A., Newcastle 
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“Hollands, Keith Roger, B.SC., ‘London SEọ. 


Holman, Robert William, Sidcup. 
Horder, ‘Nigel Ian, New Malden. 
Horgan, Ronald’ Benedict, Bailrigg. 
Hume, Peter Donald, Hastings. 


. Hunter, Philip John Danby, London SW7. 


Hutchinson, Jonathan Robert, Haslemere. . | 


К Jacobs-Paton, Barry Winston, Havant. 
_ James, Anthony Ronald, Bristol. - 


James, Timothy Bidewell. Transvaal. 
Jeffreys, Gordon Michael Timothy, B.SC., London’ 


14. 
Jonest Peter William, Brussels. 
King, Christopher Leslie, London Ето 4DQ.: 


Ledster, David Graham, Greenford. 

Lewis, Peter Cyril Robert, B.COM., Boston Spa. 
Lock, Russell Edgar, Saltash. 

Luddington, Timothy Stephen, Biddenham. 
Lynch, John David, в.ѕс., Blackburn. 


Macadie, Christopher Eric, Seaford. · 
McBrien, Nicholas Anthony, London W8. 


McDowall, Christopher John, Kingston upon ` 


'Thames. 
McIntyre, John Francis, M.A., Beckenham. 
McKee, John Hugh, Manchester: 


Р “McLennan, Robert Gordon, Ormskirk. 


Malik, Omar Hayat, London N3. 

Mathias, Michael Charles. Egerton, London Wr. 
Mawby, (Mrs), Susan Patricia, Bristol. | 
Mehra, Anil, London NW2. 

Milne, Alan ‘Chalmers, Ilford. 

Moore, Paul Leslie, Totton. 

Morris, Adrian Gareth, Liverpool. 


" Morton, Michael Francis, ‘Wisbech. 


Munns, David Charles J ohn, Purley. s 
M od Digby Francis Considine, ВА. London 


ў Marry: Graharn John, Whitley Bay. 


Néwman, David Francis, B.A., Ewell. ` 


Odd, Humphrey Richard, B.SC., London SW. 
O'Neil- Dunne, Patrick Jarlath, B.A., London rd 


Parker, Daryl Clive, B.SC., Barnet. 
Parr, Ronald, B.SC., London, SW4oNB. 
Patel, Rameshchandra Chandubhai, London SWiz. 2. 


: Perkins, Graham Bruce, Ilford. ' 
- Perrett, "Darrell Russell, Huyton. 


Perryman, Roderick, High Wycombe. 
Pickard, Edward, M.A., London ЕС2. 


`- Picken, "Allan William, Coventry. 


Pike, David John, B.SC., London N22. А 
Powley, Roger Peter, Wallington. : : 

Preston, Paul John, Stratford-upon-Avon. 
Pulling, Simon Alexander Christopher, Beckenham. 


Quarterman, Malcolm George, Coventry. 


у ‘Reid, Alexander Stuart, London SW6. 


Robinson, David James, В.А. Kingston upon. 
Thames. 


У Russell, Stephen Barrie, Hadley Wood. 


:Sabharwal, Deepak, London NW3. 


' Segal, Colin Graham, Edgware. 


“Sells, Edward Andrew Perronet, Royston. · 
Shah, Kamalkumar Devshi Shamat, Mombasa. 


. Shanley, David Simon, Leeds. 


Shipway, Roger Andrew, Coventry. 


` Shorrock, John Parker, B.A., Leyland, 


Skilbeck, "Peter Godfrey, Eastbourne. 

Slade, Nigel Ronald, London Мо 8NW. 

‘Smith, Michael Francis, Brussels. ` 

'Sollen, Ian, London W2 2SB. 

Sonn, Michael Anthony; Rayleigh. 

Steen, David Michael Cochrane Elsworth, B.A., 
London SW3. . 

Stratton, Christopher Frederick, Barnet. 

Strudwick, Simon, London E18. 


Teal, Edward Stuart, London SW6 58E. 
Timms, Clive, B.SC., Birmingham. : 
Tory, Robert Michael Annesley; Reigate. 


, Tulloch, Clive William; London SW7 4AW. 


Upton, John Henry Peter, Billericay. 


Wadwell, David Martin, в.5с.(ЕСОМ.), M.sc., Wood- 
bridge. ‘ 

Warner, David Renton, B.A., Manchester. 

Webb, Philip Andrew, Birmingham. ' 

Wilks, Stephen Robert Mark, Epping. е 

Wilson, Derek Malam, Coventry. 

Woolf, Derrick Stephen, Ilford. 

Wynter, Mark Talbot, B.4., London W8. 
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VAT will Increase Tax Work 
for Accountants | 


November 11th, 1971 


Sir Paul Chambers at Scottish Chartered Accountants' Dinner 


HE introduction of a value added tax 

was likely to increase the amount of 
tax work which chartered accountants 
would have to do, Sir Paul Chambers 
told the Association of Scottish Char- 
tered Accountants in London at their 
annual dinner at the Savoy Hotel, 
London; last week. 

Sir Paul, a former chairman of Im- 
perial Chemical Industries, was propos- 
ing the toast of The Institute of 
Chartered Accountants of Scotland. 

He said that the first 20 years of his 

: adult life were spent іп government 
service, and during most of that time he 
was occupied in drawing up schemes for 

.tax reform. On joining ICI as finance 
director in 1947, he was able to view 
taxation matters from the other side of 
the table. For a time, he had been chair- 
man of the Taxation Committee of what 
is now the CBI. 

These experiences had taught him that 
„there was no such thing as a perfect tax. 
- It had also taught him that however pure 

and simple a tax might appear when 

_first conceived, after the activities of the 
politicians and lawyers ‘it became 
fiendishly complicated and incompre- 
hensible. 


Multiple rates 


Purchase tax had been originated as a 
simple one-rate tax across the board, 
with very few exceptions. Then the 
politicians got to work and the result was 
further exemptions and multiple rates. 
Substantially, all modern tax legislation 
followed the same course. 

It would be unkind and unfair, said 
Sir Paul, to comment that this was all in 
the best interests of chartered account- 
ants, who today spent much of their time 
and derived much of their income from 
taxation work. They had more important 
. and more creative work to do. 

Value added tax, which we were obliged 
to have if the UK became a member of 
the European Economic Community, 
followed the same pattern. As with sub- 
stantially all taxation, only the basic 
principle was simple. Its detailed appli- 


cation and administration wovld be full 
of complexities and obscurities. 

Its true incidence would be far more 
discriminatory than the Green Paper on 
VAT indicated. However, it would be less 
discriminatory than existing pu-chase tax. 
Sir Paul observed that there were about 
70,000 points of collection for purchase 
tax, compared with at least two million 


: for VAT. 


After quoting two exampes ~ ad- 
vertising and insurance — where it would 


be particularly difficult to apportion the. 


tax fairly, he said that this demonstrated 
how complicated tax became when 
descending from the rarified aiz of simple 
theory to the real world. 


Bleak prospect 

Unless some really brilliant chartered 
accountant could devise some way of 
financing government expenditure with- 
out taxation ~ or with a substantially 
lower level of taxation — we would have 
to live with the complexities and in- 
equities of our existing taxez, said Sir 
Paul And there -would te further 
complexities and inequities whenever a 
new, theoretically simple anc equitable 


_tax was imposed. 


It was not now a question cf reducing 
or simplifying the tax structurz. The aim 
now could only be to reduce the rate at 
which we were adding to the ccmplexities. 

'The prospects of succeedinz were not 
bright, said Sir Paul. But on2 could be 
sure that there would be a Ict more tax 
work for chartered accountan:s to do in 
the years to come. 

Replying to the toast, Mr G. C. 
Patterson, C.A., President of tie Scottish 
Institute, said Sir Paul's remarks had 
highlighted the rapidly increasing burden 
of work being thrust upon the account- 
ancy bodies. It also emphasized the 
paramount importance of the whole 
profession speaking with one voice. 

Dealing with the failure cf the inte- 
gration proposals, Mr Patterson said the 
Institute's Council had fet that so 
much goodwil had been built up 
between the bodies concerned with the 


negotiations that it would have been 
little short of tragic for the progress to 


have been thrown away. 


Accordingly, discussions had started 
which it was hoped would lead to closer 
and much more real collaboration than 
ever before. The Council were confident 
that eventually a formula for collabora- 
tion would be arrived аё which would be 
acceptable to all. 

• 

High failure гаје .. 

Mr Patterson went on to say that the 
high failure rate in examinations was 
causing concern to the Council and to 
members. It was easy to criticize the 
educational system, but it was not so 
very long ago that the Institute provided 
no education at all. He knew of no other 
Institute which had a more compre- 
herisive education system than the Scot- 
tish Institute. It was their intention to 
move towards a mainly graduate entry, 
but this would take time. . 

Mr Patterson made two points which, 
he hoped, would filter back to apprentices. 
The first was that the examining boards 
were not out for blood and did not like 
large failure rates. The second was that a 
survey in offices in Scotland had shown 
that-in many cases of failure apprentices 
were simply not putting in sufficient 
work to cover the syllabus. ‘This had been 
demonstrated by the low standard of 
knowledge in recent examinations. 

Many apprentices said they had done 
about five hours’ work a week in the three 
or four weeks before the examination. 
'This was one of the reasons that, the 
failure rate was so high. 


Needs of the public 


Turning to the possibility of firms 
combining one or more individual pro- 
fessions, Mr Patterson said progress 
along these lines would be slow and 
dictated by the needs of the public. 

It would, he forecast, be a very long 
time before firms were providing medical, 
accounting, architectural, actuarial and 
other services all in one partnership and 
under one roof. He could, however, 
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envisage a much closer relationship 
between, say, the legal and accounting 
professions where there was a certain 
amount of overlapping. 

Mr Patterson said such thoughts were 


Te important role of the accountancy 
profession under the Industrial Re- 
lations Act 1971, was stressed by Mr 
John Garnett, C.B.E., M.A., Director of 
the Industrial Society, at the annual 
dinner of the South Eastern Society of 
Chartered Accountants at the Hotel 
Metropole, Brighton, last week, when 
proposing the toast of The Institute of 
Chartered Accountants in England and 
“Wales. He emphasised to the gathering 
of over soo.that chartered accountants 
had enormous powers of influencing the 
community. Doctors were reputed to 
“have the power of death but chartered 
accountants had the power of life — 
“when it came to ailing firms. 

Tt was extraordinary, Mr Garnett con- 
tinued, the way people'listened to chartered 
accountants and heeded what they had to 

say. The profitability of industry in the 
years ahead depended on encouraging 
British men and women to give their 
best at their jobs; the ability was there, 
but they lacked enthusiasm and purpose. 
This. was reflected in the statistics for 
sickness absence, and Mr Garnett ob- 
served: “Never in the history of this 
country have so many people been off 
sick. Never in the history of this country 
have so many people ~ with milk and 
orange juice pumped into them when 
young ~ been so fit.’ However, along 
with the unwillingness to get up in the 
morning and turn out for what they 
considered a boring job, there was the 
readiness to go on strike at the slightest 
pretext. 
' The British worker, in Mr Garnett's 
view, was the pioneer in the mindless 
form of strike; but the Germans were now 
running into similar troubles, and he 
wondered what would happen when the 
_ present generation of Japanese students 
got into industry. He offered as a solution 
to all the industrial unrest, the need for 
workers to be more involved through 
better communications. It was not enough 
for the boss to say: ‘My door is always 
open; they can always come to us.' 
Communication did nct get through if 
the groups of workpeople were too large. 
Many executives tried to lead too many 
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his own and did not reflect the views of 
the Institute's Council. 

Welcoming the members and guests, 
Mr W. N. Hunter Smart, c.a., Chairman 
of the Association of Scottish Chartered 


Influence of Accountants 


South Eastern Society's Dinner at Brighton 


people single-handed, and Mr Garnett 
commented: 'If the Son of God could 
lead only twelve people, what makes us 
think we could do better?’ 

In achieving communication that really 
connected, it was important — especially 
in big organizations, he stressed — to get 
the size of the group right. The objects 
and priorities of the firm might be clear 
to those at the top, but he asked: 'Are 
they clear to those lower down?' Under 
the Industrial Relations Act, firms were 
required to give a statement on the 
company's affairs to union representatives 
when negotiating wages. Many manage- 
ments still considered that to give such 
information and the relevant figures was 
madness, and would just be asking for 
trouble. Mr Garnett believed, however, 
with Mr Robert Carr, that the pro- 
vision of factual statements could do 
nothing but good in the long run. 
Chartered accountants, in the coming 
year, must encourage companies to be 
brave and to give the true facts. They 
had something special to contribute in 
promoting better industrial relations and 
in ‘setting people alight’. 


Catch-words 


Replying to the toast, Mr A. H. Walton, 
F.C.A., President of the Institute, also 
referred to the Industrial Relations Act 
and how it would affect chartered ac- 
countants. He then spoke of the Bolton 
Report issued during the week on small 
businesses, and emphasized that bigness 
was not everything; growth of investment 
and growth of profitability did not corres- 
pond with the growth in the size of a firm. 

Mr Walton declared himself a firm 
believer in the importance of the in- 
dividual, of heredity and tradition. 
"Those who came after had a challenge 
set to them by the standards of the past’, 
he said, and to fall behind their standards 
was failure. He regarded it as failure, too, 
if the standards of the past were not 
surpassed. 

In the 19505, Mr Walton observed, 
there was a long run of 'standard costing' 
before it faded out; the fashion then 








Accountants in London, said that this 
year's dinner was the biggest since 1904. 
He paid tribute to the work of Mr 
Robert Wood, c.a., Hon. Secretary of the 
Association. Uu 
















became ‘budgetary control’, to be fel- 
lowed in the sixties by the great dream of. 
‘cash flow’. These catch-words, whilethe 
might not crystallize Institute though 
nevertheless indicated the desire for. 
change towards improvement. : 

Education, Mr Walton felt, was of 
more concern to the Institute's. Council: 
than ever before; the big debate in th 
next year or two was going to be on 
whether specialisms should be recog- 
nized. He emphasized that the account- 
ancy profession would be operating on à 
far larger scale than contemplated in the 
past, and this was reflected in the growth: 
of international organizations. 


Degree courses 


Mr G. A. Morris, F.c.a., President of 
the South Eastern Society, who proposed. 
the toast of the guests, said that the three 
new universities in the Society's regio 
were Sussex, Kent and Surrey. Kent had. 
started a degree course in accountancy, 
and, turning to Professor J. F. Scott, 
Pro-Vice-Chancellor of Sussex Univer- 
sity, on the top table, he hoped that such 
a degree course would also be included 
at Sussex in the School of Social Sciences. 

After referring to the breakdown in the. 
talks to integrate the major accountancy 
bodies, Mr Morris said this had not 
lessened co-operation in the south- 
eastern region between CAs and mem- 
bers of other bodies, He went on to 
welcome the presence of Mr С. W.. 
Gumbrell, F.c.a., Е.С.С.А., President of 
the South Eastern District Society, The: 
Association of Certified Accountants; 
Mr Н. Jj. Goater, F.c.w.a., J.DIP.M.A., 
M.I. W.S.P., President of the Sussex Branch, 
The Institute of Cost and Works Ac- 
countants; Mr J. Туе, a.c.w.a., Vice- 
President of the Kent and South East. 
London Society of The Institute of Cost 
and Works Accountants; and Mr R. С. 
Matthews, F.1.M.T.A., Chairman of the 
South Thames Branch, The Institute 
of Municipal Treasurers and Accountants. 

Mr Morris also welcomed the Maygr 
of Brighton, Alderman Stanley Theobald, 
E.R.LC.S., F.R.S.H. 
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Accounting for Women 


What to Do on Qualifying 


E 70 women students attended 
an informal meeting оп career 
prospects held in London on Wednesday 
of last week. Some had travelled from 
distant parts of the country and the large 
number attending meant that the meeting 
had to be held at the City of London 
College instead of the London Students' 
Library. It is gratifying to note that, 
according to the organizers, this over- 
whelming response was due in no small 
measure to publicity given to the meeting 
in ‘Roundabout’ on October 21st. 

The meeting was organized jointly by 
the Women Chartered Accountants’ 
Dining Society and the Certified Ac- 
countants Women's Society, and was 
chaired by Mrs Betty Heaton, ғ.С.А. Six 
women accountants gave enlightening 
talks about their work and the prospects 
for women in the profession. 

Miss Mary Yale, A.C.A., who had 
progressed from articles in a small North 
Wales practice to a partnership in the 
City firm of Thomson McLintock, 
described briefly the various departments 
in which women might work in a large 
City firm of accountants and then went 
on to discuss at some length her job as 
a taxation partner. The pace in this 
sphere, she said, was unexpectedly fast, 
as although one had little travelling it was 
vital to spend every available minute 
keeping up to date not only with current 
legislation but also the Revenue’s future 
plans. ‘It was a job which required a 
great deal of thinking, but with no time 
to do it in’, she declared. 

In an interesting outline of her duties 
as director of buying of fashion acces- 
sories in the John Lewis partnership, 
Mrs Pauline Graham, B.Sc., B.Com., 
F.C.C.A., spoke on the excitement and 
challenge of a managerial job. She said 
that her accountancy training had pro- 
vided her with the necessary skill for 
forecasting and budgeting, but account- 
ancy had now become of secondary im- 
portance in her job of managing people. 

Miss Muriel Simpson, A.C.C.A., 
A.T.LI., Chairman of the Certified Ac- 
countants' Women's Society, gave a very 
practical, but amusing, talk on a career in 
cemputers. She detailed the four main 
job structures, their respective working 
conditions, salary scales and the different 


aptitudes necessary for the diferent types 
of work. Miss Simpson noted sadly that 
there was a pay differential between men 
and women and that in the sample salaries 
she had obtained there were no women in 
thetop group of data processing managers; 
she hoped that one of the young women 
present would soon remed that position. 
It was a young world and with the flexible 
working hours was highly suitable for 
married women. In particular, program- 
ming work, she pointed out, could easily 
be done at home and would therefore be 
acceptable to women with young children. 

On the prospects of teaching account- 
ancy, Miss Vera Di Palma, F.C.C.A., 
F.T.IL.I., a member of the Council of The 
Association of Certified Accountants, 
stated that there was no sex discrimina- 
tion in salary scales and an accountancy 
qualification automatically put one into 
the grade two lecturer salary scale. For 
an ambitious person one could progress 
to becoming a head of department, but 
it was usual also to have a degree for these 
higher posts. 

She felt the work was ideally suited to 
women as the hours of actual teaching 
were short and very flexible, and for 
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women with children the long holidays 
were ideal! However, one had to be 
motivated to communicate to people and 
self-confidence and an element of acting 
ability were essential to cope with the 
demands of students. 

She advised any woman contemplating 
doing this to first get a part-time job 
teaching a couple of days a week at even- 
ing classes to see whether she had the 
necessary ability to communicate. 

Miss Helen Hartley, M.A., F.C.A., 
described the financial structure of the 
Imperial College of Science and Tech- 
nology, with its limited funds from the 
Government and the subsequent strin- 
gent accounting regulations, including 
audits by not only a professional firm but 
also the Comptroller and Auditor- 
General's office. Thus her work was closely 
concerned with budgeting, estimating and 
detailed comparisons of actual costs with 
such budgets and estimates. As they had 
very large and efficient computing facili- 
ties, accounting figures were fast and 
accurate. Other work consistad of hand- 
ling trust funds and separate acccunts for 
student residences. 

The salary, she added, was on the same 
scale as the academic staff and in some 
colleges one felt a part of the academic 
world, although this was no longer the 
case in the large colleges. 

Speaking on her former work in the 
taxation department of ICI, Miss Joan 
Denley, A.C.C.A., described her duties 
as ‘fascinating’ as all the major decisions 
of a large company had to be vetted by the 
taxation department – so one always felt 
in the forefront of the activities of the 
company. Although she had now moved 





Mrs Betty Heaton, F.C.A., Chairman of the Women Chartered Accountants' Dining Society, 
who chaired the meeting, /ећ, with Mrs Pauline Graham, B.Sc., B.Com., F.C.C.A., and Mrs 
Caroline Roughton, A.C.A., Secretary of the Women Chartered Accountants' Dining Society. 
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Miss Muriel Simpson, A.C.C.A., A.T.l.l., Chairman of the Certified Accountants’ Women's 


Society, with two young women students — Miss Alison Livett and Miss Mei Sim Lai. 


• 
into a professional practice, she felt that 
the years spent at ICI had given her an 
invaluable grounding not only in taxation 
but also in how a large company operates. 

At a question session following the 
informal talks, it was evident from the 
many questions asked that students tried 
to establish what had motivated the 
individual to go in for a particular job. 
The overall answer to this appeared to be 
that they had taken the job because it was 
offered to them rather than any burning 
desire to do that particular work. 

The meeting then adjourned to the 
London CASS Library for coffee and 
refreshments and to enable the students 
to meet not only the speakers but also 
the other qualified women who had come 
along to talk informally about their 
careers. 

There appeared to be a certain un- 
certainty among students as to what they 
wanted to do, as although teaching 
appealed to them because of the working 
conditions, they wanted to be accepted 
as equals in audit departments which at 
present preferred men ‘as they have a 
stronger image as a professional account- 
ant to the public’. 

It was felt that women were usually 
excellent technicians and were exploited 
for this, and their latent managerial 
abilities were not developed. Only those 
women with exceptionally strong person- 
alities were able to overcome this. 

Many students said how helpful it had 
been to talk to other students and discuss 
their mutual problems, and asked that 
they might be invited to any further 
meetings of the women’s groups, regard- 
less of subject, to enable them to expand 
:such discussions. 


ACASS/INSTITUTE LIAISON 
COMMITTEE 


AT a meeting of the ACASS/Institute 
Liaison Committee held at Chartered 
Accountants’ Hall on November 2nd, a 
number of important matters were dis- 
cussed under the chairmanship of Mr 
E. К. Wright, M.A., F.C.A., Vice-President 
of the Institute. 

The Chairman of the ACASS Educa- 
tion Board, Bill Dorman, presented a 
paper “The ACASS views on nine- 
month courses’. He said ACASS agreed 
with the concept of the courses but 
there was anxiety lest these were made 
both compulsory and outside articles 
before they had been adequately vali- 
dated. 

The Chairman of the ACASS Condi- 
tions of Employment Board, Tony 
Robinson, B.A., A.C.A., presented a paper 
commenting upon certain aspects of the 
proposals contained in the Institute 
document for discussion A Policy for 
Education and Training. He said that this 
document did not face up to the reasons 
for which the students sought free 
transferability. He was concerned lest the 
provisions contained within the document 
failed to secure the desired improvement 
in the standards of training in some areas 
of the profession. Tony Robinson thought 
the former issue had been side-stepped 
and he accepted Mr Wright's invitation 
to present to the Articled Clerks Com- 
mittee details of schemes involving 
transferability which were related to the 
objective of securing for students a more 
effective training. 

Arising from a recent ACASS Council 
decision it was reported that student 
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membership of the Institute was no 
longer to be sought. Further reports were 
awaited by both the students and the 
Institute in order to substantiate a pre- 
vious allegation concerning the inadequacy 
of some examination centres. ACASS 
declared that it was ready to mount a full 
salary survey of its members but awaited 
the co-operation of its individual socie- 
ties. As the result of a student inquiry it 
was stated that the Institute had now 
recommended to each district society that 
there should be student representation 
on their main committee. 

The Articled Clerks Committee of the 
Institute requested the views of ACASS 
upon the proposed merging of the two 
booklets Service under Articles and The 
Importance of Students’ Societies under 
the new title of Students Handbook. The 
students accepted an offer to liaise with 
the Institute working party on literature 
review in order to establish the content 
of this booklet. 

The case for student representation on 
the Education and Examination Com- 
mittees was put by Bill Dorman and 
a very lively discussion ensued. 

The chairman congratulated the 
ACASS spokesmen upon their profes- 
sional expertise and said he had been 
much impressed by the presentation of 
their arguments. 


LETTER TO ROUNDABOUT 


Tackling Defeatism 


Sir, - I feel that I must reply to Mr Max 
Watson’s letter published in your issue 
of October 28th. 

I do not feel that there has been a lack 
of initiative shown by the committee of 
the South-west Essex Group, as numerous 
attempts have been made to stimulate 
interest. 

Comprehensive programmes have been 
arranged, all our members have received 
programmes, and notices have appeared 
in The Accountant and The Young 
Accountant. 

The reasons why students are not 
interested in the Students’ Society may 
be that there are now many other methods 
of studying, and many firms have their 
own staff training programmes. 

Mr Watson cites Reading as an example 
of the new initiative. As the attendance 
at the meetings there has been about 12 
chartered students, I do not feel that this 
is sufficient reward for the large amount 
of effort obviously put into the programme 
by the committee. 

As our members have already been 
informed, the committee will reconsider 
the position at the next annual general 
meeting, and in any case we do not have 
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sufficient funds to start calling extra- 
ordinary meetings, and the London 
Society in its present financial state would 
not subsidize us. 
Yours faithfully, 
DAVID J. ROSENBERG, a.c.a. 
Chairman, 
SOUTH-WEST Essex CHARTERED 
ACCOUNTANT STUDENTS’ GROUP 
London E7. 
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READING'S ANNUAL DANCE 


As previously announced under ‘Round- 
about’, the annual dance cf the Reading 
Branch of the Londen CASS takes 
place on December 1oth at the White 
Hart Hotel, Sonning-on-Thames, Berks. 

With tickets distributec not only in 
the Branch's area but also to a consider- 
able extent throughout the London CASS, 
the event would appear to be a guaranteed 
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success. Those who are not yet in 
possession of a ticket are advised to 
waste no time in obtaining one for the 
price of £3-50 (double) which includes a 
five-course buffet. Dancing will be to a 
local group from 8 p.m. until well after 
I a.m, with a bar extension until 12.30 
a.m. We are asked to point out that dress 
will be dinner jacket or dark lounge 
suit. Tickets are available from firms’ 
representatives or committee members. 





Letters 





The Second Sacred Tablet 


‘Sir, – At last, the cat is out of the bag; now we know why 
Recte Numerare was abandoned. After three decades of 'Re- 
‘commendations on Accounting Principles’, the ASSC has 
discovered that there are none! 

There are ‘fundamental accounting concepts’, ‘accounting 
bases’ and ‘accounting policies’; but ‘principles’? Not on your 
life! And why? Because there is one basic principle ~ already 
clearly defined ~ which is anathema to the ASSC: 


'It has long been accepted in accounting practice that a 
balance sheet prepared for this purpose' [i.e., the annual ac- 
counts of a business] 'is an historical record and not a statement 
of current worth. . .. Similarly a profit and loss account is an 
historical record.’ (Recommendation N 15, paragraph 1.) 


Moreover, it is preceded by a simple definition of the pur- 
pose of business accounts: 
“The primary purpose of the annual accounts of a business is 


to present information to the proprietors, showing how their 
funds have been utilized and the profits derived from such use’. 
And then, inexorably: 

‘Stated briefly its function’ [i.e., that of a balance sheet] ‘is 
to show in monetary terms the capital, reserves and liabilities 
of a business at the date as at which it is prepared and the 
manner in which the total moneys representing them have been 
distributed over the several types of assets.’ 

And even more pertinently: 

*[A profit and loss account] shows as the profit or loss the 
difference between the revenue for the period covered by the 
account and the expenditure chargeable in that period, in- 
cluding charges for the amortisation of capital expenditure.’ 
Of course, such principles must be swept aside; how other- 

wise could the ASSC posture as The Accountant Omnisctent? 
We poor mortals, who have devoted our professional lives to 
making modest contributions to the discovery of accounting 
psinciples, must now repent our heresies, burn our Members’ 
Handbooks and await with bated breath while the ASSC – with 
their monopoly of access to the fount of accounting knowledge - 


bring down to us the tablets from the mountain. What a pity 
that the first of such divine revelations -SSAP1, The Accountant, 
January 21st ~ already lies in ruins at our feet; while the best 
that can be said about SSAP2 is that ‘it makes the darkness 
opaque’. 

When I wrote (in your November 4th issue) of the plan to 
dismember N 15, I little thought that — even before the ink was 
dry on my letter - the ASSC would so clearly confirm my 
prediction. ° 

Significant is the priority given to - and the definition of ~ the 
‘going concern’ concept: ‘the enterprise will continue in 
operatienal existence for the foreseeable future. ...’ How 
evocative of G. O. May’s ‘postulate of permanence’ - debunked 
at the 1952 International Congress; how long before it is 
paraded as such, in order to replace amortisation by speculative 
figures for depreciation based on ‘current values’, CPP £s and 
the like? 

Undeterred by the short shrift accorded to its first diktat 
(SSAP1, immediately disowned by the two leading British 
companies and now, it seems, to be abandoned) the ASSC has 
inflicted upon us an even more muddled ~ if more devious - 
SSAP2. It is a deliberately unprincipled effusion: it reflects the 
decline ~ induced by the ASSC – in accounting morale and 
morals; it seeks to replace objectivity by subjective speculation 
(particularly in the realm of depreciation); it seeks to destroy 
the labours of generations of devoted accounting philomaths. 
It represents the nadir of our hopes and dreams. 


Yours faithfully, 


Cheam, Surrey. JACK CLAYTON, F.c.a. 


Accountants in the Civil Service 


Sin, – Mr Cyril Cooper, writing on behalf of the Institution of 
Professional Civil Servants in your October 28th issue, has drawn 
attention to the difficulties encountered in obtaining accountants 
for the Civil Service. 

The Civil Service Department's definition of ‘qualified 
accountant’ appears to exclude all save chartered and certified; 
yet much of the work assigned to Civil Service accountants 
could surely be performed by qualified members of other 
accountancy bodies. 

Perhaps Mr Cooper would care to declare his Institution’s 
attitude to widening the field of recruitment as a first step 
towards improving the inflow of accountants. 


Yours faithfully, 
EDWIN J. OLDLAND, 


Bristol. A.COMM.A., АТЛА. 
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In Parliament 








Mobile Plant and Machinery: 
First-year Allowance 


Mr Nicnoras Epwanps asked the Chan- 
cellor of the Exchequer whether he will 
indicate his intentions as regards the rate 
of first-year allowance in respect of capital 
expenditure incurred after July roth, 
1971, on the provision of tractors and 
other mobile machinery and plant for use 
in agriculttre, forestry and the service 
industries in development areas and 
Northern Ireland. 

Mr Patrick JENKIN: Yes. My right 
hon. friend announced on July roth his 
intention to include legislation in next 
year's. Finance Bill whose effect will be 
that. capital expenditure incurred after 
that date on new immobile machinery and 
plant for use in a development area or in 
Northern Ireland will qualify for the free 
depreciation (roo per cent first-year) 
allowance, irrespective of the nature of 
the trade in which the equipment is used. 
The present statutory definition of mobile 
machinery and plant excludes certain 
equipment which in normal use has only 
limited mobility, but the exclusion is 
framed by reference to equipment used in 
those trades to which the roo per cent 
first-year allowance applied before July 
19th. My right hon. friend will propose 
in: the legislation to exclude from the 
definition of mobile equipment machinery 
or plant which is suitable for use only: 


(i) in or about premises used for the 
purposes of a trade; 


(8) on agricultural, forestry or amenity 
land; 


(iii) at a source of mineral deposits; or 


(iv) at or about a building or civil 

engineering site. 

Expenditure incurred after July 19, 
1971, on such machinery or plant, if it is 
new and is for use in a development area 
or in Northern Ireland, will accordingly 
qualify for the 100 per cent allowance. 

^ General-purpose farm tractors and 
farm trailers such as are commonly used 
for the conveyance of goods away from 
the area of the farm would not be eligible 


for the 100 per cent allowance, but 
agricultural equipment which is suitable 
for use only on the land and whose 
normal movement is simply from one 
part of the farm to another, would be 
eligible. 


Hansard, October 19th, 1971. Written 
answers, col. 88. 


Private Pensions Schemes 


Mr CARTER asked the Secretary of State 
for Social Services how many private 
pensions schemes in the past ten years 
have failed, leaving contributors without 
or with only partial benefit. 

Sir Kerry ЈОЗЕРН: There аге no central 
records which would enable me to give 
a precise answer to the hon. member's 
question. І understand that in some 
insured pension schemes the premiums 
have not been kept up, but otherwise I 
believe that there can have been very few 
cases in the past ten years in which an 
occupational pension scheme has failed 
to pay its benefits in full. 


Hansard, October 20th, 1971. Written 
answers, col. 141. 


Company Accounts 


Mr DEAKINS asked the Secretary of 
State for Trade and Industry what action 
is taken against companies that file 
accounts at Companies House after the 
statutory time limit has expired. 

Mr RipLEY: All cases which come to 
notice of failure to file accounts are 
pursued by correspondence. As my hon. 
friend indicated in his answer of Novem- 
ber 3oth 1970 [The Accountant, Decem- 
ber roth, 1970], our policy is to seek 
to secure compliance before proceeding 
to prosecution: persistent default is of 
course likely to lead to prosecution. 

Mr DEAKINS asked the Secretary of 
State for Trade and Industry what action 
is taken against companies that file 
accounts at Companies House without 
giving the additional information required 
by the Companies Act 1967. 

Mr RipLEY: The department pursues 
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with the company concerned any case 
which comes to its notice of failure to 
file information required by the 1967 
Companies Act. If a company persistently 
fails to comply, it may be prosecuted: ~ 
Hansard, October 25th, 1971. Written 
answers, col. 235. 















Value Added Tax 


Mr McBripe asked the Chancellor. of 
the Exchequer if, in view of the com- 
paratively short time before the imposi- 
tion of value added tax, he will take steps: 
fully to inform the taxpayer of all the 
implications of this change in Great 
Britain's taxation system. cH 
Mr Higes: Yes. My right hon, 
friend is very much aware of the need 
for this. The Green Paper, Cmnd 4621, 
published last March was a first step, — 
and since then there have been extensive _ 
consultations with representative trade | 
and professional bodies. Further steps 
will be taken at the appropriate times. 


Hansard, October 25th, 1971. Written 
answers, col. 268. і 


















Mr Sxeer asked the Chancellor of th 
Exchequer what consideration he ha 
given to the possible shortage of cal 
lating machines and cash registers follo 
ing the introduction of value added + 
in the United Kingdom in 1973. 

Mr Hicerns: The accounting require 
ments for value added tax will be ke; 
as simple as possible, and I see no reason. 
to think that they will give rise to an 
unmanageable demand for these 
machines. 


Hansard, October 25th, 1971. Written | 
answers, col. 269. us 


Companies Act 1948 


Sir С. NaBARRO asked the Secretary of 
State for Trade and Industry (1) whether _ 
he is satisfied with the workings of sections 
165 to 168 of the Companies Act 1948 as. 
amended; and whether he will make a. 
statement. UNE 

(2) Whether he will bring forward legis- 
lation to amend sections 165 to 168 of the 
Companies Act 1948 as amended, so. as 
to prevent the publication of reports. 
which declare that an individual is un: 
fitted to be a steward of a publicly quoted. 
company. 

Mr RipLEY: All aspects of company 
law are being considered during our cur- 
rent review, E 

Sir С. NABARRO asked the Secretary of 
State for Trade and Industry whether he 
will now give instructions that no actign 
is in future to be taken by his Department 
upon any report made under sections 165 — 
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to 168 of the Companies Act 1948 as 
amended, in which serious adverse 
criticisms are made of any person who 
has not been informed in advance that the 
inspectors propose to make such criticisms 
of him and given adequate opportunity 
to answer them. 

Mr RipLEY: It is not my intention to 
issue an instruction of the kind suggested 
by my hon. friend. I consider it to be 
sufficient that a person should have had 
the opportunity to deal with any criticism 
made of him in the course of an inquiry 
without necessarily being told that the 
inspectors proposed to adopt such 
criticism. 

Hansard, October 27th, 1971. Written 
answers, col. 359. 


Pergamon Press Limited 


Sir G. NaBARRO asked the Secretary of 
State for Trade and Industry whether 
representations were made to him prior 
to the publication of the interim report 







Notes 
and 
Notices 


PROFESSIONAL NOTICES 


ANNAN Impey MorrisH, Management 
Consultants, announce that Mr R. E. 
SCOONES, F.C.A., has become an executive 
partner in the firm. Mr Scoones will 
also be admitted as a partner in the other 
operating firms in the ANNAN IMPEY 
MonnisH organization. 


CnaM,  WonsLEY, ROBERTSON & 
TAYLOR, Chartered Accountants, of Dun- 
dee, announce that Mr ALLAN BEAT, 
C.A., their senior assistant, has been 
assumed as a partner with effect from 
November 18, 1971. 
eG. E. Innes & Co, Chartered Ac- 
countants, of Oldham, announce that 
Mr G. LEINHARDT, B.A.(ECON.), HONS., 


ACCOUNTANT 


on Pergamon Press Limited and the final 
report on International Learning Systems 
Corporation Limited to the effect that 
those reports failed to comply with the 
requirements of natural justice; and what 
action he took upon such representations. 

Mr Ripley: Yes; representations were 
made, and they were carefully considered. 

Sir С. МАВАККО asked the Secretary of 
State for Trade and Industry when he 
expects to receive any further report on 
the affairs of Pergamon Press Limited. 

Mr RipLEY: On present information 
my right hon. friend expects to receive 
a further report on the affairs of 
Pergamon Press Limited during the 
course of the next few weeks. 


Hansard, October 27th, 1971. Written 
answers, col. 360. 


Overseas Dependants: Tax 
Allowance 


Mr FREESON asked the Chancellor of 
the Exchequer what is the maximum tax 


А.С.А., was admitted as a partner on 
October rst, 1971. 

NEEDHAM, SINGLETON, FABIAN & Co, 
Chartered Accountants, and F. HUNTER, 
Grecory & Lorp, Chartered Account- 
ants, announce an association between 
their respective practices in Manchester, 
Bacup and Rochdale from October rst, 
1971. Мг D. A. BOOTHMAN, F.C.A., 
becomes a partner in F. HUNTER, 
Grecory & Lorp and Mr J. 5. 6. 
BARKER, F.C.A., becomes a partner in 
NEEDHAM, SINGLETON, FABIAN & Co. 


J. N. Srraucuan & Co announce that 
as from November 15, 1971, Mr M. A. 
KILLOURY, А.С.С.А., who has been man- 
aging clerk at the Durham office for some 
time has joined Mr J. N. STRAUGHAN, 
F.C.A., in partnership at Durham. 


APPOINTMENTS 


Mr Ian C. Low, c.4, has been 
appointed an additional director of 
Dundee and London Investment Trust. 

Mr Neil O'Donnell, А.С.А., has been 
appointed manager financial services of 
Fitzwilliam Securities, of Dublin. He 
will shortly be co-opted to the boards of 
Crowe, Wilson & Co and Thomas 
Dockrell. 

Mr W. P. Rao, B.COM., Е.С.А., has been 
appointed group managing director of 
Staflex International. 

Mr J. A. Reeves, A.c.w.a., has been 
appointed deputy managing director of 
the Weyburn Engineering Co. 

Mr David Reynard, A.C.C.A., A.C.W.A., 
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allowance given in relation to support for 
dependants living abroad; when it was 
last reviewed; and whether he will review 
it again. 

Mr Patrick JENKIN: Provided the rele- 
vant conditions are satisfied the amounts 
of the tax allowances for dependants 
living abroad are the same as those for 
dependants in this country. All income 
tax allowances are regularly reviewed. 


Hansard, October 28th, 1971. Written 
answers, col. 440. 


British Rail: Leasing Scheme 


Mr Perer Rees asked the Chancellor of 
the Exchequer whether he has approved 
the consortium leasing scheme proposed 
by British Railways to take advantage of 
its capital allowances. [The Accountant, 
October 28th.] 


Mr Patrick JENKIN: Yes. 


Hansard, October 28th, 1971. Written 
answers, col. 441. 


has been appointed a director of Mono 
Pumps. 

Mr Ronald Frank, F.c.w.A., a former 
principal lecturer at the Leeds Poly- 
technic, has been appointed company 
management accountant and corporate 
planning manager of Chas F. Thackray, 
of Leeds. He has also been appointed a 
director of the British Cystoscope Co, 
of London, a subsidiary company. 





Mr R. Frank Mr I. Halliday 
Mr Ian Halliday, c.a., has been ap- 

pointed to the board of Rosedale In- 

dustries as deputy managing director. 

Mr Roger Morris, А.С.С.А., is to become 
deputy chief accountant of the London 
Electricity Board with effect from Novem- 
ber 15th. He succeeds Mr J. S. Burton, 
A.C.C.A., who retired on September 3oth. 

Mr A. E. Richmond-Watson, B.COM., 
C.A., has been appointed an assistant 
director of Morgan Grenfell & Co. 

Mr Roger M. Selman, A.C.A., has been 
appointed to the board of Trubenised 
(Gt Britain), as group finance director. 

Mr Wiliam A. G. Spicer, F.C.C.A., 
group chief accountant of Arthur 
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Guinness Son & Co, has been appointed 
to the board of William Nuttall Ltd, 
parent company of the Arthur Guinness 
Son & Co confectionery interests. 

Mr Peter D. Smith, F.c.a., a director 
of Forward Trust, has been appointed 
chairman of Forward Leasing. 

Mr Christopher Rowbotham, А.С.А., 


has been appointed managing director of 
Travel Credit. 





Mr K. Wood 


Mr C. Rowbotham 


Mr Kenneth Wood, A.C.A., secretary of 
Nu-Swift International and the parent 
company, Nu-Swift Industries, has been 
appointed to the board of both companies. 


Mr David M. Taylor, Е.С.А., has 
joined The Guthrie Corporation as group 
financial controller. 


Mr J. D. Wild, a.c.a., has been 
appointed a director of the United 
Spring Co. 


THE CHANGING FACE 
OF TAXATION 


Sir Leonard Barford will be talking at a 
luncheon meeting of the London and 
District Society of Chartered Account- 
ants on Tuesday, November 23rd, at the 
Connaught Rooms. Sir Leonard became 
Chief Inspector of Taxes before the 
Finance Act of 1965 was enacted, and he 
has seen all the subsequent changes. 

In his talk he will cover different 
features of taxation, including the in- 
tended unification of income tax and 
surtax, the restructuring of company 
taxation, the growing problems to the 
accountancy profession of access caused 
by computerization in the Revenue and 
the problems of anti-avoidance legislation. 
: Tickets for the luncheon meeting at 
£2°50 each can be obtained from the 
Secretary of the Society at 56 Goswell 
Road, London ECr. 
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CERTIFIED ACCOUNTANTS 
WOMEN’S SOCIETY 


‘Estate duty planning - what it is and 
how to go about it' will be the subject of 
a talk to be given by Mr Gordon 
McAllister, F.C.A., A.T.I.I., at a meeting of 
'The Certified Accountants Women's 
Society on "Thursday, November 25th, 
at the Kenilworth Hotel, 97 Great 
Russell Street, London WC1, at 6.15 for 
6.30 p.m. 

Light refreshments will be available 
and the Society hopes that as many 
members as possible will attend this 
useful meeting. 


FINANCIAL STRATEGY 


As problems of financial strategy and 
control have gained added significance in 
recent years, a working party of The 
Institute of Chartered Accountants in 
England and Wales, in collaboration with 
staff of the Manchester Business School, 
have invited leading figures from in- 
dustrial, academic and accounting spheres 
to speak at a residential course on 
*Financial strategy' from December 2nd- 
4th at the Grand Hotel, Eastbourne. 

'The course will be arranged in four 
lecture sessions, and in addition to group 
discussions there will be two ‘after dinner’ 
talks, one by Mr G. A. H. Cadbury, 
M.A., deputy chairman and managing 
director of Cadbury Schweppes, and the 
other by Sir Ronald Leach, С.В.Е., Е.С.А., 
a past President of the Institute. Subjects 
covered by the lecture sessions are ‘A 
strategic framework for control’; ‘Man- 
agement of funds in an_ inflationary 
economy’; "The organizational and 
human context of control’ and ‘Financial 
strategy and control’. 

Fee for the course is Хдо, including 
course documentation, meals and ac- 
commodation, and applications should be 
made to 'The Institute of Chartered 
Accountants in England and Wales, 
Chartered Accountants’ Hall, Moorgate 
Place, London EC2R 6EQ. 


CASH PLANNING FOR 
SMALLER BUSINESSES 


Close control over liquidity has become 
one of the most important functions of a 
company’s management, and Тһе 
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Institute of Chartered Accountants in 
England and Wales are therefore holding 
a residential course on ‘Smaller businesses 
— effective cash planning’ at Churchill 
College, Cambridge, from December 8th- 
11th. 

The course will be under the direction 
of Mr J. C. Roberts, M.A., А.С.А., and is 
designed to show how advance planning 
of operations forms an essential part of 
cash management. The programme will 
include lectures and case studies on 
planning for profit, budgeting, manage- 
ment control, and sources and use of 
funds, and among the speakers will be 
Mr К. R. Anderson, А.С.С.А., of Bunzl 
Pulp & Paper, Mr P. J. Bertram, Е.С.А., 
F.C.W.A., of First National Finance Cor- 
poration, and Mr K. F. Dibben, B.com., 
Е.С.А., of Hambros Bank. 

Fee for the course is £65, including 
accommodation and all meals, and ap- 
plications to attend should be made by 
November 23rd to The Institute of 
Chartered Accountants in England and 
Wales, Chartered Accountants’ Hall, 
Moorgate Place, London EC2R 6EQ. 


MR GEORGE SLATER RETIRES 
FROM DUNLOP 


Mr George Slater, B.sC.(ECON.), F.C.W.A., 
general manager of corporate planning 
in the Dunlop Group, has retired after 

nearly 44 years 


with the com- 
pany. 
Mr Slater’s 


long career in fin- 
ance has made 
him well known 
in- accounting 
circles. He has 
served on the 
Finance Commit- 
tee of the Rubber 
& Plastics Research Association and is 
currently a member of the Council of The 
Institute of Cost and Works Accountants. 

As a member of the British Rubber 
Manufacturers. Association Һе. was 
directly concerned with the publication 
in 1954 of the first detailed work on the 
techniques and practice of costing in the 
rubber industry. In recent times he has 
played a large part in the studies that led 
to the formation of the Dunlop-Pirelli 
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"union announced in January this year. 
о Мт Slater joined Dunlop in 1928, 
becoming accountant (home) in 1947 and 
“accountant (foreign) two years later. He 
was appointed chief accountant of the 
| tyre group in 1953 and became group chief 
accountant five years later. He was sub- 
‘sequently appointed group comptroller, 
and in 1968, general manager, corporate 
. planning. 


= CONTROLLING OVERHEADS 


‘Controlling administrative overheads ~ 
the application of management tech- 
‘niques’ is the title of a non-residential 
course to be held at Chartered Account- 
ants’. Hall, London, from December 
13th-17th by The Institute of Chartered 
Accountants in England and Wales. 
^C Under the direction of Mr W. E. 
/ Shaw-Taylor, F.C.W.A., A.C.L8., a partner 
<in Binder, Hamlyn, Fry & Co, Manage- 
` ment Consultants, there will be lectures, 
“case studies and practical exercises 
useful for practising members, financial 
. managers and О & M managers. 
(Fee for the course is £60 (including 
lunch and refreshments), and applica- 
“tions to attend should be made to The 
Institute of Chartered Accountants in 
England and Wales, Chartered Ас- 
countants’ Hall, Moorgate Place, London 
EC2R 6EQ. 
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WESTMINSTER TAX 
DISCUSSION GROUP 


The next meeting of the Westminster 
Tax Discussion Group takes place at 10 
Belgrave Square, London SWi, on 
Monday, November 15th, at 6 p.m. 
when Mr Alan Bevis, M.A., LL.B., A.C.A., 
will lead a discussion on "Planning for 
estate duty’. 


CITY TRUST DISCUSSION 
GROUP 


Mr Bernard Rose, Е.С.А., will lead a 
discussion on ‘Points for trust instru- 
ments’ at next Tuesday’s meeting of the 
City Trust Discussion Group at Char- 
tered Accountants’ Hall, at 6 p.m. 


TAX INSPECTOR TO ADDRESS 
SHEFFIELD SOCIETY 


An informal meeting has been arranged 
between the Sheffield and District Society 
of Chartered Accountants and the As- 
sociation of Her Majesty’s Inspectors of 
Taxes on November 24th, at the Gros- 
venor House Hotel, Charter Square, 
Sheffield, starting at 6 p.m. The meeting 
will be addressed by Mr B. E. V. Sabine, 
a senior inspector from Manchester, on 
‘The relationship between the inspector 
and the accountant’, and there will be 
ample time for discussion. 

A light tea will be available at a charge 





INSTITUTE OF CREDIT MANAGEMENT 
Dinner in Guildhall 


_ ‘Business is not good business until the 
- goods are delivered and paid for’, accord- 
ang to Sir Ralph Perring, a former Lord 
Mayor of London, who proposed the 
toast of the Institute of Credit Manage- 
“ment at the annual dinner held in the 
_ Livery Hall, Guildhall, last week. In 
| response to the toast, the chairman of the 
| Institute's Council, Mr Owen Mayo, 
|. F.LC.M., a director of Mercantile Credit, 
referred to the tragic industrial occur- 
_ rences during the past year, such as the 
Rolls-Royce and Upper Clyde Ship- 
builders’ debacles, and asked “Were the 
credit grantors at fault? 

In Mr Mayo’s opinion there will be a 
credit explosion on entry into the 
European Economic Community. He 


FOR С.А. 


EXAM 
PASSES 


added that long-firm frauds were just 
as likely to arise in Brussels as in Bir- 
mingham, and this impending situation 
had to be watched. Later in his speech 
Mr Mayo paid tribute to Mr T. Grundy, 
F.C.A., F.LC.M., for stepping into the 
breach so admirably durimg the inter- 
regnum of some months this year when 
the Institute found itself without a 
secretary. 

As a perfect conclusion to a successful 
occasion, both Mr К. R. Cork, F.c.a., 
F.1.C.M., President of the Institute, in 
proposing the toast of the guests, and 


Judge Alexander Karmel, Q.C., in 
response, gave most entertaining and 
witty speeches which were loudly 
applauded. 
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of 25р per person and applications to 
attend should be made to Mr Graham L. 
Stuart-Harris, A.C.A., 22 Norfolk Row, 
Sheffield S1 2PA. 


CHARTERED ACCOUNTANTS' 
HOCKEY CLUB 


At the annual meeting on October 26th 
of the Chartered Accountants! Hockey 
Club the club noted with appreciation the 
work of the retiring Chairman, Mr 
C. 0. Н. Merriman, who has now been 
succeeded by. Mr J. К. Threlfall. The 
other officers continue as last year: Hon. 
Secretary and Treasurer, Mr Е, J. Davis 
(whom new members should contact on 
Blean 322); Hon. Fixture Secretary, Mr 
M. D. Gallant and Hon. Press Officer, 
Mr I. F. Whiteman. 


LONDON ACCOUNTANTS' 
FOOTBALL LEAGUE 
Results of matches played by teams in the 
London Accountants’ Football League 
on November 7th were as follows: 
DIVISION ONE 


B.S. Casuals 8 Smallfield 1 
(Baker Sutton) (Smallfield Rawlins) 
Heretics pha 

(Hereward Scott) (Arthur Andersen) 
Hanover Finnie 5 
(Derbyshire) (Finnie Ross) 
Goodman 'Tristars 


(Goodman Jones) (Touche Ross) 


DivisioN Two 


Tor Beta Moorscott 

(Thornton Baker) (Morley & Scott) 

5. Gees 15 Liquidators 

(Sproull Goddard) (Trent Raymond) 

Efjaybee 6 Apocope 

(Fuller Jenks Beecroft) (Robson Rhodes) 

Pridie 2 Jesters 4 

(Pridie Brewster) (Josolyne 
Layton-Bennett) 

Alpha Res Cobra 

(Arthur Andersen) (Casson Beckman) 

Crest Res 1 Wandabarr 

(Deloittes) CAndrew Barr) 


MANAGEMENT GAME 


The entry fee for the 1972 National 
Management Game is £25 per team — not 
£20 as stated incorrectly in last week's 
issue. Teams are reminded that the 
closing date for entry is December 4th; 
entries should be addressed to The 
National Management Game, Chartered 
Accountants’ Hall, Moorgate Place, Lon- 
don EC2R 6EQ. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and cver 205,000 passes, it assures your success in all the 
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Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 
DEPT АНЗ, TUITION HOUSE, LONDON SWI19 405 
Accredited by the Council for the Accreditation of Correspondence Colleges 





Vol. 165. No. 5057 








November 18th, 1971 


The Recognized Weekly Journal for the Accountancy Profession throughout the World 


ON OTHER PAGES 





Patterns for the Profession? 674 
Current Affairs | 675 


This is My Life 
by An. Industrious Accountant 678 


Jerusalem Conference on 
Accountancy 679 


Post-investment Reviews 
Allowing for Changes in Money Values 
by Henry A. V. Wilson, B.Com., F.C.A., 
F.C.W.A., МАМА. 681 
Taxation Cases 
Rose v. Humbles; Aldersgate Textiles 
Ltd v. CIR; Thomson v. Gurneville 
Securities Ltd 1 685 





Overseas Withholding Taxes 


on Dividends 686 ` 





Staffing Problems in the 
Seventies 
The Need for an Efficient Local Govern- 
ment Service 
by John Bamford, A.I.M.T.A., A.R.V.A., 
Deputy City Treasurer of Westminster 689 


Finance and Commerce 


International Distillers and Vintners — 
Hamilton Leasing ~ Charles Winn & Co 
— London & Strathclyde Trust ~ City 
Notes — Rates and Prices 693 





Accountants and the 
Industrial Relations Act 
Warning Comments at Coventry Dinner 700 


Meeting the Challenge 
of the Future 


President's Remarks at Hull Dinner 701 








Student Roundabout ` 702 
‘In Parliament 706 
Notes and Notices -707 


Report on Corporation Tax 


T is perhaps only a coincidence that recent proposals for increased usage 

of the French language should have been reflected in the Green Paper 
on Reform of Corporation Tax with its reference to the précompte (account- 
able dividend retention) and to ‘imputation’ — derived from the French 
avoir fiscal. The latter is more accurately rendered as the shareholder’s 
credit in Professor van den "Tempel's Corporation Tax and Individual 
Income Tax, which is now the authoritative guide to all variants of the 
company tax problem in the European Community. 

Last March the Green Paper (Cmnd 4630) summarized the alternatives 
open to the Chancellor of the Exchequer in his declared objective of 
reform. Consideration of these alternatives in the light of representations 
to be received from interested associations and individuals in the United 
Kingdom was entrusted to a Parliamentary Select Committee which has 
now issued its report and minutes of evidence. 

The main point to emerge from this is that taxation is essentially a 
matter of practical politics, not academic theory, valuable though such 
theory may be in gaining new insights into the incidence of taxes on 


“motivation and performance. Іп the end, each proposal must be quantified 


as a gain or loss to the Exchequer Budget, to a section of the community in 
its capacity of direct or indirect taxpayer, and to the different elements in 
those sections on whom the fiscal laws finally impinge. The interdepen- 
dence of all sources of revenue is emphasized by the European Community 
researches into the implications of the proposed harmonization of the 
value added tax. | 

One of the most striking conclusions to emerge from the Select Com- 
mittee’s report is that the scales are tipped towards one choice or another ` 
by consideration of the consequences to national Treasuries in a framework ` 
of international agreements designed to equalize burdens and of national 
laws which seek to improve the balance of payments. Thus the choice of ` 
the ‘imputation’ rather than the ‘two-rate’ system is influenced by a 


. prospective gain of £30 million at the expense of the Treasury of the 


United States which would have been in a stronger bargaining position 
under the two-rate system. At the same time, the higher burden of tax on 
foreign businesses is liable to be compensated by diminished claims in 
their countries-of origin. 

The ‘strictly hypothetical’ rate of 50 per cent on retained profits is 
mitigated by the equally hypothetical 30 per cent rate of retention of 
distributed profits — a rate which matches the future basic rate of income 
tax. In cash flow terms, companies will be liable for corporation tax (at the 


higher rate) while being free to distribute net profits intact. Distributions 


from untaxed profits are controlled through a limited continuance of the 
existing system of accounting for income tax withheld. 

The Select Committee accepted that the distinction between the two* 
rate system and the imputation system is mainly one of name, but the 
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distinction a as S compared with, ‘the pre-1965 arrangements is 
very real. The rules for retention of and accounting for tax 
withheld from dividends and not matched with current 
corporation taxiliabilities are the bulwark against erosion 
of the tax base through avoidance devices and over- 
generous foreign tax credit relief. 

It is the practical details of the accountable retention 
(précompte) rather than the shareholder's credit -imputation 
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— which represent the really contentious issue, to be fought 
over agzinst a background of existing entrenched privileges 
such as those enjoyed by life insurance business. Yet the 
sharehclder's credit comes to the fore in overseas groups for ` 
whom the UK accountancy bodies have sought unified status. 

We seem likely to witness in the tax field a free-for-all 
such а» was ushered in at medieval tournaments with the 
cry 'Leissez-aller | | 


Patterns for the Profession? 


HEN members of The Institute of Chartered 

Accountants in England and Wales last year rejected 
their Council’s proposals for integration, we observed in 
these columns (August 20th, 1970) that ‘at some future 
date, and in a manner not yet envisaged, rationalization 
of the profession’s present structure must come’. Besides 
the recriminations which inevitably followed the event, we 
were pleased to note — amongst our own ‘Letters’, as else- 
where-— the views of those who were concerned to seek, 
not scapegoats in the past, but some alternative basis for 
closer co-operation in the future. 

That this spirit was something more than a transient 
phenomenon is becoming increasingly evident. The 
President of The Institute of Chartered Accountants of 
Scotland, for instance, speaking recently at the annual 
dinner of his London members (The Accountant, November 
11th), alluded to the goodwill that had been built up 
between the several bodies. It would be ‘little short of 
, tragic’, he said, for such progress to be thrown away, and 
he added that discussions had been resumed towards a 
closer and more real collaboration. 

Mr Patterson was plainly choosing his words with some 
care and too much should not be read into them – certainly 
full integration on the 1968-70 model is the deadest of 


ducks for the foreseeable future; but, at lower than presi- 


dential levels, the grass-roots are undoubtedly stirring 
towards some reduction in the present number of recog- 
nized accountancy bodies. 

Speculation has inevitably been contenthatéd i in recent 
weeks upon relationships between The Association of 
Certified Accountants and The Institute of Cost and Works 
Accountants, both of which have a substantial membership 
and an increasing influence in the important sphere of 
industria and management accountancy. Moreover, as 
both voted heavily in favour of integration into a far larger 
unit in 1970 (undeterred, in the case of ICWA members, 
by the somewhat ambivalent attitude of their Council), 
neither could find the other a potentially unwelcome partner 
in some smaller grouping. 

Whilst it would be premature and wholly misleading to 
"suggest that such views have yet received official con- 
sideration — much less support — the two Councils can 


hardl7 be unaware of the influence of existing dual-qualified 
members who may attend local meetings of both bodies — 
and who already represent, incidentally, a material degree 
of de facto integration. Nor is it surprising that rationaliza- 
tion of the profession's structure is a common topic of 
conversation at the increasing number of conferences and 
othe- functions where accountants meet one another across 
*party' lines. 

'Tae ICWA, on the one side, with a current membership 
of some 115,500, has shown the largest recent growth rate 
of zny of the recognized bodies. Over the past 20 years 
its membership has approximately quadrupled (whilst that 
of the Association has less than doubled to about 13,000) 
and — as it is known to be contemplating a reorganization 
wh ch would include both a change of name and a petition 
for its own Royal Charter —'it seems reasonable to think 
that possible economies of scale and the potential influence 
.of 3 membership approaching 25,000 will not have escaped 
полсе. 

The Association, on the other hand, has ап » influential 
practising membership, as well as statutory recognition 
(representing .he culmination of some 40 years’ assiduous 
efort) on equal terms with the chartered bodies. It is also 
a АШ member of UEC, for which the ICWA as at present 
constituted is ineligible. | 

It would, seem, therefore, that each party to this con- . 
jectural marriage has valuable property to bring into a 
settlement; the growth rate of one allied to the statutory 
privileges and international influence of tbe other could 
create a force to be reckoned with. Nor need movement 
between the practising and the industrial ‘streams’ of the 
profession be all one way, if ICWA members can be 
sufficiently attracted to complete the necessary period of 
-ime in a professional office to qualify (under the Associa- 
zion's present rules) for a practising certificate. The virtues 
of cross-fertilization have been too lightly dismissed in the 
past. 

There are some accountants who foresee a limited 
future for the Association alone, and look on its unique 
provision of a recognized ‘across the board’ qualification 
as a source of weakness, rather than of strength. Thus, it 
is argued, those who are attracted to public practice seek 
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the cachet (and, in some areas, the more attractive prospects) 
of the ‘chartered’ qualification; whilst those intending to 
specialize in industry or the public service are drawn to 
the ICWA or IMTA, leaving the Association’s diploma 
as something of a pis aller in each field. Support for this 
view is claimed to be seen in the absence of any financial 
barrier to articles over the last 20 years, and in the 
Association's relatively high wastage rate between student 
registrations and admissions to membership. 

The form and timing of any possible Association — 
ICWA grouping, whether as an assimilation of either by 
the other or in the creation of a new body from the present 
membership of both, is likely to be affected by the attitude 
of the English Institute, if not all three of the chartered 
bodies. Thus, if (to pile speculation upon conjecture) 
there were any likelihood of the Institute(s) accepting into 
membership those certified accountants already in public 
practice, the way would be clear for an enlarged ICWA, 
embracing the Association’s industrial members, to emerge 
as the only recognized body of industrial management 
accountants. 

Otherwise we might look for an dietus grouping 
outside the chartered bodies which would both preserve 
the Association's existing practice rights and afford mem- 
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bers of the ICWA an alternative outlet for their undoubted 
talents. 

What may be regarded as certain for the moment is 
that the English Institute, having regard to its part in 
last year’s episode, is unlikely to have been involved in 
any ‘grass-roots’ discussion by Association or ICWA 
members, and is some way from formulating or expressing 
any official view. 

Whilst the ‘future plans’ of 1968-70 foundered as a 
‘package deal’ and on the declared reluctance of a section 
of the English Institute to admit some 25,000 ‘chartered 
accountants’ who had not served in a professional office, 
a less ambitious project, taking one step at a time, might be 
more successful. The advantages are worth consideration. 
It would alleviate pro tanto the profession’s present prodi- 
gality of its scarce educational resources (‘Training in 
Turmoil’, The Accountant, July 29th); it would ease the 
problems of government which, it has been indicated, is 
unlikely to give further support to a fragmented profession; 
it would reduce the opportunities for confusion in the 
public mind. 

Best of all, it would be an example of what can be 
achieved by those whose faith impels them not to take ‘no’ 
for an answer. 





CURRENT AFFAIRS 


European Company Law 


ES concept of a European company (Societas Europea) having a common 
legal capacity in all member states of the European Common Market was 
first mooted as long ago as 1959. Though the proposal was not initially adopted 
in the Treaty of Rome, which required member states only to negotiate for the 
‘harmonization’ of company law, a draft ‘Statute for European Companies’, was 


eventually prepared by the Commis- 


resemblance to Schedule 2 of the 
Companies Act 1967. 

Bearing in mind a number of recent 
references to the reciprocal recognition 
of professional diplomas throughout 
the European Community (for ex- 
ample, The Accountant, July 8th and 
October 7th) it should be noted that 
according to the draft proposals ‘only 
persons who are suitably qualified 
and experienced may be appointed. 
auditors. They shall have obtained 








their professional qualifications by 


sion of the European Communities, 
and submitted in June 1970 to the 
Council of Ministers. 

The proposed statute — in effect an 
embryo Companies Act — was a most 
comprehensive document of 14 main 
sections and over 200 pages, and it is 
hardly surprising that there has been 
as yet little evidence of any substantial 
progress towards its adoption. For one 
reason alone, the submission of the 
draft statute coincided with a change 
of government in the United Kingdom, 
and the consequent re-opening of 
negotiations for British access to the 
Community. 

A substantial section of the 1970 
draft deals with ‘Preparation of the 
annual accounts’, including the annual 
report, consolidated accounts and 


audit. The professed aim of this part is 
‘to require European companies to 
make disclosure of a wide range of 
information, whilst at the same time 
denying them any opportunity for 
evasion so faf as the preparation of 
accounts is concerned. On the other 
hand, the disclosure requirements 
should not become excessive by going 
far beyond those national laws on the 
subject which are the more Progressive 
in member states’. 

The general provisions on classifica- 
tion and disclosure of items in the 
balance sheet and profit and loss 
account, it would appear, are unlikely 
to be unduly burdensome to those 
companies already following the best 
United Kingdom practice, and in 
places, already show a strong family 


satisfying the requirements for ad- 
mission and by passing a legally 
organized examination; and shall be 
persons authorized in a member state 
to act as auditors of the annual accounts 
of limited companies whose shares are 
quoted on a stock exchange". 

In default of progress on the broad 
front of a comprehensive European 
company statute, the Council of 
Ministers may be disposed to. deal 
with the accounting and audit require- 
ments in isolation. Thus it was an- 
nounced from Brussels last week that 
proposals had been made to the 
Council ‘for a directive on harmoniz- 
ing the accounts made public each 
year by public and private companies’. 

The proposed directive would ex- 
tend to all companies limited by 
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shares, with the exception of ‘private 
companies’ having a balance sheet of 
less than $100,000, a turnover of less 
than $200,000 and less than 20 em- 
ployees. It is also proposed that those 
companies in a slightly larger class — 
for example, with a balance sheet of 
between $100,000 and $1 million and 
not more than 100 employees — should 
not be required to disclose turnover 
figures. 


Gift for Medical 
Research 


HE hitherto anonymous donor of a 

gift of £5 million for medical 
research 18 months ago was revealed 
last week as Sir Halford Reddish, 
Е.С.А., J.DIP.M.A., chairman of the 
Rugby Portland Cement Co. To 
be known as the. Halford Reddish 
' Medical Research Trust, the fund 


will be devoted to the construction and _ 


endowment of a research centre for 
chronic heart and lung diseases in the 
grounds of the King Edward VII 
Hospital at Midhurst in Sussex. 
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As Chairman of the Trust, Sir 
Ronald Leach, С.В.Е., F.C.4., announced 
last week that the doncr's identity 
had hitherto been kept secret to avoid 
being ‘bombarded’ by potentially con- 
flicting appeals from meritorious 
causes. The reference to heart and 
lung diseases had been chosen as the 
two major diseases of society for 
which there were research workers 
with new ideas which were considered 
worth backing. 

'Ihe medical director of the new 
foundation will be Dr Gordon 
Cumming, at present reader in medi- 
cine at Birmingham University. The 
emphasis of its work, he said last week, 
would be predominantly in prevent- 
ive medicine, and the new unit was 
not expected to engege in experi-. 
mental surgery or ограв transplants. . 

The gift has been made from the 
private fortune of Sir Halford, now 
aged 73, who is a w:dower with no 


children. As a gift made more than. 


12 months ago for chazitable purposes, 
it will under present legislation be 
exempt from estate duty. | 


Problems with VAT 


HAT the Green Paper on the 

value added tax would stimulate 
discussion was never in doubt. Accord- 
ing to Mr R. W. Radford, Deputy 
Chairman of Н.М. Customs and 
Excise, his department has had views 
from some 400 different associations 
and has held over 200 meetings with 
them. As could be confidently ex- 
pected, the department has learnt 
quite a lot and as a result, when the 
tax comes, ‘it will certainly be a better 
one, and simpler and easier to operate 
than it would otherwise have been’. 

In the course of his address to a 
conference organized by The Financial 
Times and the Institute for Fiscal 
Studies on the VAT, Mr Radford said 
that about r:5 million traders would 
be registered for VAT, compared with 
about 70,000 current registrations for 
the purchase tax. Discussing the 
working of the tax he recommended 
. that the UK should not adopt the 
‘buffer’ rule used in some EEC 
member countries, whereby any over- 
payment was treated as a credit in the 
next accounting period; rather he 
preferred a cash repayment. 


He further emphasized that VAT 
worked on a replacement basis and 
not on a historic basis. In other words, 
the tax payable on the goods sold in 
the relevant period 1s reduced by the 
tax due on the gcods actually pur- 
chased in the same period. Thus, any 
unsold goods on hand at the end of 
the tax accounting period become 
tax-free. Likewise, an item of capital 
equipment purchazed is also tax-free 
at the end of the period. 

In the opinion of Mr Richard 
Harington, Direc-or-General of the 
Business Equipment 'Trade Associa- 
tion, who also addressed the confer- 
ence, the Goverrment had failed to 
appreciate what the introduction of 
VAT meant for ndustry. Unless the 
UK version was far simpler than the 
EEC systems, Lusinesses. would be 
faced with an imtolerably expensive 
accounting problsm in the initial stages. 
Another speaker predicted that VAT 
would favour la-ge scale retailers and 
may accelerate the concentration 
already taking place in that service 
industry. 
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Sub-contractors' Costs 


ACED with the refusal of four 

important sub-contractors, all in a 
fairly strong monopoly position, to 
disclose information to justify their 
prices, the Ministry of Defence has 
announced its willingness to ‘consider 
all possible remedies, including the 
suggestions made by the Committee 
[of Public Accounts]'. These sugges- 
tions are believed to include pressure 
on main contractors to seek alter- 
native sources of supply, and if this 
proves impracticable, to consider in- 
ducements to other firms to create 
alternative sources. 

The Review Board for Government 
Contracts, required to. report how 
the new profit formula of 14 per cent 
return on capital employed was being 
operated, last year published an in- 
terim report showing that the formula 
had produced profits lower than the 
intended target. In January 1971, the 
Committee of Public Accounts was 
informed that only one major con- 
tractor had a cost recording system 
which had been accepted on a trial 
basis. 

In a written parliamentary answer 
last week, the Financial Secretary to 
the Treasury, Mr Patrick Jenkin, listed 
the current financial objectives. of 
nationalized industries. In those cases 
where a specific figure is laid down, 
this ranges between 6 per cent for the 
North of Scotland Hydro-electric 
Board to 14 per cent for the British 
Airports Authority, expressed in each 
case as ‘income before interest. but 
after depreciation at historic cost, as a 
percentage of average net assets.’ 


No Days of Grace 


BOLITION of the ‘three days of 
grace’ which are at present added 

to the term of all bills of exchange not 
payable on demand is proposed in the 
Banking and Financial Dealings Bill, 
which received its second reading in 
the Commons last Friday. This, 
according to the Treasury Minister of 
State, Mr Terence Higgins, is intended 
to bring United Kingdom practice 
with regard to the payment of bills 
into line with general international 
practice. : 
Amongst a number of relatively 
minor amendments to existing law and 
practice, the Bill recognizes the Satur- 
day closing of banks by defining 
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Saturday as a ‘non-business day’ for 
the purposes of section 92 of the Bills 
of Exchange Act 1882, and fixes the 
dates of the spring and summer bank 
holidays in England and Wales as the 
last Monday in May and in August 
respectively. It has already been 
announced that these days will be 
observed as bank holidays in 1972, 


1973 and 1974. 


Scottish Committee on 
Accounting History 


ED the general upsurge 
of interest in accounting history 
which led to and was strengthened 
by the First International Sympo- 
sium of Accounting Historians, in 
Brussels last year (The Accountant, 
August 27th and October 22nd, 1970), 
The Institute of Chartered Account- 
ants of Scotland has now set up the 
Scottish Committee on Accounting 
History ‘to promote the study of 
accounting history and to establish 
and maintain contact with accounting 
historians and with other committees 
on accounting history throughout the 
world.' 

Convener of the new committee is 
Professor К. Н. Parker, в.5с.(ЕСОМ.), 
Е.С.А., of Dundee University. Professor 
Parker is the author of various publi- 
cations on accounting history, including 
Management Accounting: an Historical 
Perspective, which contains the first 
major bibliography of books on ac- 
counting history. Other members in- 
clude Mr T. A. Lee, M.SC., C.A., A.T.L.I., 
lecturer in the department of account- 
ing and.business method, Edinburgh 
University, alternating with Mr T. 
Robertson, F.c.a., Acting Head of the 
same department; Mr R. C. Smith, 
M.A., C.A., J.P., chairman of the Business 
Archives Council of Scotland, and Mr 
J. С. Stewart, c.a:, a Past President of 
The Institute of Chartered Accountants 
of Scotland. 


Smalier Firms Team 
Appointed | 


Т Government has accepted the 
underlying philosophy of the Bolton 
report, which is, in the words of Mr 
Nicholas Ridley, the newly-designated 
Minister for Small Firms, ‘an excellent 
report’. Three of its recommendations 
— the establishment of a small firms 
division within the DTI, the nomina- 
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tion of a Minister with specific res- 
ponsibility for small firms, and 
relaxation of the disclosure provisions 
of the Companies Acts — have already 
been implemented, and the remainder 
(apart from exemption from Industrial 
Development Certificate controls, 
which the Government did not feel 
able to accept) will be actively pursued. 

Announcing the establishment of 
the Smaller Firms Division at a press 
conference last week, Mr Ridley 
denied that he was pessimistic about 
the future of the smaller business. 
“We are not going to accept’, he said, 
‘that there isn’t any future for the 
small firms; if there isn’t one, then we 
are going to make one’. He would not 
be impressed by the presence of a 
‘smaller business’ lobby, or by the 
absence of such a lobby; the question 
was whether there was justification 
for the action proposed, and ‘a lot of 
angry people’ were sometimes counter- 
productive. He thought that the 
Bolton report had uncovered an im- 
portant area of discrimination. 

The administrative head of the 
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new division is Мг C. С. Thorley, 
an Under-Secretary of the DTI, 
who will be supported by two assistant 
secretaries, Miss S. M. Cohen and. 
Mr Frank Lacey. 


Questions in Parliament 
CALL for a review of the Inland 


Revenue's practice in sending 
final demands is to be made in a 
question to the Chancellor next Tues- 
day by Sir Derek Walker-Smith, Q.c. 
(Cons., East Hertfordshire). 

Sir Derek says the practice of 
sending, only one month after receipt 
of initial demand, a final demand 
containing a threat of distraint or pro- 
ceedings in Court, causes embarrass- 
ment and apprehension to persons 
who, due to absence, illness, or other 
reason, have not been able to comply 
with the initial demand. 

Mr William Hamilton (Lab, West 
Fife), on the same day will ask how 
many. additional Civil Servants will 


. be needed to administer value added 


tax. 


Future of Computer Bureaux 


R А. Н. WALTON, F.c.a., 

President of The Institute of 
Chartered Accountants in England 
and Wales, and Mr M. C. Ashill, 
F.C.A.,. Secretary-General of The 
British Computer Society, were among 
the guests at a lunch given by the 
Computer Services and Bureaux As- 
sociation (COSBA), at Painters’ Hall, 
London, last week. Mr Егіс 
Hawthorne, Е.С.А., chairman of 
COSBA, referred to the considerable 
financial holdings in many computer 
service bureaux held by companies 
outside the UK – mainly by American 
interests. This had led, Mr Hawthorne 
said, to some alarmist views about 
the control of a vital industry being 
in the hands.of 'foreigners', but his 
opinion was that this was a hyper- 
parochial attitude and displayed a 
lack of understanding of the role of 
the computer industry in a sophis- 
ticated economy. 

The effects of industrial and com- 
mercial activity on a nation's political, 
economic and social life, Mr 
Hawthorne observed, were complex 
and varied, and were certainly much 


wider than the issue of who owns a 
company's equity. This was par- 
ticularly so in the case of service 
industries because they  purveyed 
people's skills, and. Mr Hawthorne 
emphasized that in the world of 
computer bureau services it was the 
expertise and work done that counted. 
This, surely, had a greater impact on 
the nation’s life and economy than 
the ownership of share capital. 

Mr Hawthorne was convinced that 
the British computer industry had a 
lot to offer the UK’s prospective 
partners in the European Economic 
Community because computer ser- ' 
vices were more highly developed in 
Britain than in any county in . 
Europe, and COSBA had already” 
become involved in informal talks in 
several European countries to advise 
upon the setting up of counterpart · 
organizations. It was to be hoped that 
this might ultimately lead to the 
adoption of common standards and 
procedures throughout Europe which 
would greatly assist in the day-to-day 
operations’ of multi-national аде 
between members of the EEC. 
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Competition and Ethical 
Standards 


ELIVERING the Distinguished 

Speaker’s Address at last month’s 
national conference of the Law 
Society, the Lord Chancellor, Lord 
Hailsham of Marylebone, said: 

‘What is it that differentiates a 
profession from a trade? Is it simply a 
matter of social snobbery? Or is there 
something intrinsic to professional 
services which renders them dis- 
tinguishable from other commercial 
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partake of elements common to other 
commercial transactions? How far 
should competition be unrestricted in 
the interests of the consumer? Are 
restrictive practices permissible or 
desirable in the interests of the public 
to an extent where they would not be 
allowed under the Festrictive Practices 

Act? If so, what arc the criteria? 
These, said the Lord Chancellor, 
were questions wh ch must be asked 
and answered by doctors, architects, 
accountants, as wel as by counsel and 
solicitors. The answers may be dif- 
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profession may differ from another, 
but the questions, as well as the 
principles which govern the answers, 
will in many cases prove identical. 
While in no way impugning the 
legal right to freedom of choice, Lord 
Hailsham said professional services 
were those where the technical nature 
of the subject was such that in order 
to protect the public from the char- 
latan or the quack, entry to the profes- 
sion must be guarded, its standards 
policed, and its rules of practice 
defined first by the profession itself, 


transactions, however much they may 


THIS IS MY LIFE 





Who Doth 
Ambition Shun? 


by An Industrious Accountant 


WELL remember a big hardware store which sold 
everything from bathroom suites de luxe to half-inch 

screws — a landmark for affluent customers in the best 
shopping centre in the town — where, as a third-year 
articled clerk, I once helped with the annual audit. 

Nobody on the internal accounts staff had enough 
expertise to prepare a trial balance — let alone the firm's 
accruals, reserves or tax assessment. The chief accountant 
was a gentle old six-footer who sat back happy but 
exhausted when the numerous analysis columns in the 
cash-book cross-totted precisely. His staff had mostly left 
school at.sixteen; double-entry they regarded as the 
prerogative of master minds; they touched metaphorical 
' forelocks when questioned by our senior auditor. 

I remember their over-sized leather-bound private 
ledger where the chief accountant had tentatively pencilled 
in the monthly totals. I totted them too casually, slipped up 
by Дло,соо and caused a sensation. The tongue-lashing 
our senior gave me made the episode unforgettable. 

What reminded me of that ancient episode was a visit 
last week from Scotty, who sat on the corner of my desk 
and asked cheerfully for professional advice. He'd been 
drafting che annual training schedule for his top salesmen, 
he explained; they’d had enough of dynamic marketing, 
psychological customer impact, and stock-level optimiza- 
tion; next year he wanted courses in higher finance. 

Personally, I'd been finding it uphill work to win board 


ferent as the circimstances of one . 


though in the last resort this field of 





approval for the accounts department’s schedule, so I 
bade the shoemaker stick to his last. If his side-burned 
juniors devoted to our customers the eager attention they 
gave to their over-lipsticked colleagues, who if in turn 
showed more energy and less leg, and if his senior salesmen 
studied stock displays instead of racing results. . . . 

Unabashed, Scotty interrupted with a brash comment 
about typical accountants’ conservatism. He wanted to 
widen his subordinates’ range of expertise, he explained; 
the day of the depressed counter clerk — the Mr Kipps 
of the past — was gone; his laddies must become all- 
round industrialists. How else could they run their own 
stores some day? What about those brochures on financial 
training for non-accounting junior executives? Were they 
as good as their promoters asserted? 

His approach rather shook me. Let's face it, the lower- 
level accountancy duties in most industries are far from. 
being the preserves of mental giants. Any smart youngster 
can pick up the routine theories quickly enough; and their 
implementation becomes a matter of attention, alertness 
and ultimately interpretation. But if the marketing men 
move into finance, what becomes of the accountants’ 
mystique? 

I've always exhorted my unqualified chaps to acquire 
the essential new skills — tax, management finance, and 
so-on — by studying for the professional examinations, but 
few enough do so. Life's too short: there's the new house, 
or the wife's bingo, or the telly, the week-end car trips, or 
they're just fagged out after the long day's slog. Not for 
them the straining over dreary text-books into the small 
hours; riches are more easily achieved via the pools, or 
trebles at the track. 

The elder men think of killings in Australian mining 
shares; or vague involvement in spectacular takeovers, or 
sudden contracts as top executives elsewhere. Short of 
such bonanzas, they sense subconsciously their station 
in life, and accept it as patiently as their grandfathers did in 
the hardware shop. In modern jargon, there's no fire in 
their bellies.. 

The six-mark question is: is it our responsibility to light 
the fire, and if so, how? 
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policy like any other was supervised by 
public opinion and by Parliament. 
Professions were driven to form 
associations. He belonged to one of the 
most competitive of professions, and 
his hearers to another. ‘But’, he went 
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on, ‘in the midst of all the strife and 
fury of competition there must be a 
brotherhood; there must be rules and 
there must be ethical standards; there 
must be qualifications for practice, 
which, though they may appear to the 
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public to limit competition in the 
interests of the profession itself, are in 
fact the ground rules of competition 
and designed for the interests of the 
public and not for the interests of the 
profession alone.’ 


Jerusalem Conference on 
Accountancy 


Education and Credibility as Joint Themes 


IFTEEN countries, ranging through 

Europe, North and South America, 
Australia and New Zealand, were repre- 
sented at last month’s Jerusalem Con- 
ference on Accountancy. The opening 
ceremony took place in the presence of 
His Excellency the President of the 
State of Israel, Mr Z. Shazar, with an 
inaugural address by the President of 
the Conference, Dr I. E. Nebenzahl, 
State Comptroller of Israel. The Presi- 
dent of the Institute of Certified Public 
Accountants in Israel, Mr Morris Kanne, 
C.P.A.(ISRAEL), was in the chair. 

Two main themes ran through the 
proceedings: the need for credibility in 
published accounting statements, and 
the education and training of the ac- 
countants of tomorrow. 


Education and training 


Speaking at the first technical session, 
Dr J. M. S. Risk, B.COM., C.A., F.C.W.A., 
Е.С.1.5., President of The Institute of 
Cost and Works Accountants, submitted 
that the accountant of the future should 
be a vocationally trained graduate, but 
expressed the opinion that, for many 
decades to come, tens of thousands of 
accountants throughout the world would 
be educated and trained without the 
benefit of spending several years at a 
university. 

Viewing accountants in public practice 
separately from other accountants, Dr 
Risk outlined the various subjects pro- 
posed by him under four heads: core 
subjects (without which an individual 
could not be considered to be an ac- 
countant); advanced core subjects; fringe 
subjects (statistics, mathematics and 
communications); and environmental 
subjects. Other topics discussed briefly 


included levels of expertise, the evolution 
of accountancy bodies, teaching and 
research. 

Some speculations on the future, and 
possible problems to be overcome, were 
followed by a list of nine conclusions, 
terminating with the claim that: 


'Accountancy is part of the general 
science of measurement and control, 
fundamental to the effective use of the 
world's resources. It has а major 
contribution to make to the well-being 
of humanity. Whether engaged in the 
practice of public accountancy or in 
some other field, the accountant of 
today and of tomorrow has great 
opportunities within his reach.' 


A USA viewpoint 


A second contribution on the educational 
theme had been prepared by Professor 
Dr M. Schiff, M.B.A., PH.D., C.P.A., of 
New York University, who was unfor- 
tunately prevented by illness from pre- 
senting his paper in person. That the 
practice of public accountancy in the 
United States and elsewhere is not 
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immune from criticism at the present 
time was evident from Professor Schiff's 
paper, as well as from the observations 
of other speakers and indeed there was a 
good deal of soul-searching and breast- 
baring. 

'The professor concluded that, in the 
future, 'Accounting faculties will be 
staffed by teachers with Ph.D degrees 
with heavy emphasis placed on innovation 
and research. The [teaching] 
materials used will stress the interface 
between decision-making and account- 
ing, both in managerial and financial 
accounting. It will extend the incor- 
poration of quantitative methods, infor- 
mation theory and the behavioural 
sciences in the courses taught.’ 

On the need for continuing education, 
Professor Schiff said that the continued 
education of the practising professional 
accountant was vital under conditions of 
rapid change. The trend for the future 
had already been set by the adoption of a 
resolution by the Council of the American 
Institute of CPAs on May 12th, 1971, 
urging each of the 50 licensing States 
that they require 120 hours of acceptable 
continuing education over a three-year 
period as a condition of renewing the 
licence to practise [The Accountant, 
June 24th]. It is well to note, that one 
State, Iowa, has instituted such a practice 
effective with re-registration in 1972. 


An Israeli contribution 


In a written discussion paper, Dr 
Yehuda Don, head of the department of 
economics at Bar-Ilan University, criti- 
cized the apprenticeship principle, which 
has still very deep roots in Britain. It was, 
he maintained, basically a twentieth- 
century reflection of the medieval guild 
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system, whose shortcomings today are 
obvious. 

Referring to the Beamer Committee’s 
1969 report in the United States, Dr Don 
said that it ‘realized very well the pre- 
vailing trends, and by abolishing com- 
pulsory apprenticeship it stepped in the 
right way to attract bright young candi- 
dates to the profession . . .'. When 
simulation has become a discipline in 
itself and business games are conducted 
in virtually all business schools, much 
practical experience can be substituted 
by well-designed simulations which are 
of course much more challenging and 
brief. 


Credibility of financial 
statements 


Mr Leonard Spacek, с.Р.А., a senior 
partner of Arthur Andersen & Co, 
Chicago, and a former member of the 
AICPA Accounting Principles Board, 
spoke on improving the credibility of 
financial statements. Arguing in favour 
of current value data, he said that *when 
we come to circumstances where we are 
confronted with the realism of loss in 
value below “‘cost”, such as in accounting 
for a current asset, we quickly abandon 
our obsession with cost and adopt current 
value. Why should current value data be 
important only when it is lower than 
cost?’ 

‘We must define our objectives’, said 
Mr Spacek, claiming that his profession 
had retreated to a habit of ‘disclosure’ – 
that is, stating what had been done with- 
out regard to whether it should have been 
done. In a similar vein, he maintained that 
until accountants defined the objectives 
of financial statement presentations 
to the public, they could not com- 
municate effectively with each other or the 
public on financial results. Without such 
definitions, the profession could not hope 
to establish reliability behind financial 
«eports. 

Pleading for simplicity, he said that 
this must be the crucial test of establishing 
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objectives for financial statements. Ob- 
jectives must be capable of being under- 
stood by all who possess reasonable 
intelligence and some understanding of 
economics and business. 


An editor’s views 


A change in the programme enabled 
Mr Max Block, c.p.a., Editor of The New 
York Certified Public Accountant and a 
former Director of the New York Society 
of CPAs, to present a carefully prepared 
paper on improving the credibility of 
financial statements. 

Among measures suggested to improve 
credibility, Mr Block included strength- 
ening the materiality rule; closer toler- 
ances for conservatism; improvements in 
financial statement disclosure; and use of 
profit ‘ranges’ instead of single figures. He 
also asked for greater use of professional 
development courses and argued for 
better recruits to the professien. 

‘Accounting’, he said, ‘has been made 
more attractive financially. But more must 
be done to display the great diversity of its 
scope, challenges and opportunities.’ Re- 
ferring to innovations in reporting offered 
by ‘imaginative writers’, he asked that they 
should receive careful consideration by 
company management and auditors, 
‘because innovation is necessary’. 

One such proposal covers the dual 
balance sheet, historic cost and fair value 
presented in comparative form. Another 
suggests that companies issue multi- 
purpose reports. The conventional annual 
report is essentially a ‘stewardship’ 
accounting by management to stock- 
holders. However, it is also used by 
various other persons — investors, credit 
grantors, analysts and others. It had been 
apparent for some time that one, all- 
purpose report served no group ideally. 
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International uniformity a myth? 


Professor Edward Stamp, M.A., С.А. 
(CANADA), Professor of Accounting 
Theory and Director of the Centre for 
Research in Accounting, University of 
Lancaster, addressed the conference on 
‘Uniformity in international accounting 
standards — myth or possibility?’ 

The professor immediately stated that 
he did not believe in a goal of uniformity 
in the sense of developing a rigid code 
of rules and regulations; it was, he said, 
“essential that we do all we can to preserve 
flexibility in interpretation and evolution 
of accounting principles and standards.’ 
However, he did believe that it would be 
possible to achieve uniformity of theoreti- 
cal and conceptual foundations. 

Standardization, in the sense used by 
Professor Stamp, ‘implies the definition, 
promulgation, acceptance and enforce- 
ment of a written and explicit code of ac- 
counting behaviour. If the “standards” аге 
not in writing, if they are not acceptable, 
and if they are not enforceable and en- 
forced, then they are not standards in 
any meaningful sense of the word.’ It 
seemed clear that the management, as 
well as shareholders, of multi-national 
corporations, would demand a greater 
degree of international comparability of 
accounting standards and accounting 
measurements. 

Turning to the conceptual framework 
of accounting standards, Professor Stamp 
said that ‘the development of a rational 
set of accounting standards must be 
predicated upon an analysis and deter- 
mination of the purpose and the objec- 
tives of financial statements’. Among the 
difficulties of establishing international 
accounting standards, he mentioned the 
variety of legal constraints and conditions 
found in different countries, national 
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pride, communications, and the language 
barrier and finally the difficulty of 
enforcement across international bound- 
aries. 

Pleading for widespread publication of 
translations and abstracts of articles 
written in other languages, the professor 
claimed that ‘there is a need for an 
international co-ordinating body to de- 
velop closer links between the individual 
national professional institutes. Standards 
developed by the international body 
could then be ratified in the individual 
participating countries and enforcement 
and sanctions would be applied through 
the national professional organizations’. 

Professor Stamp believed that the 
accountancy profession ought to be 
moving rapidly towards the adoption of 
current values as a basis for the informa- 
tion contained in financial statements, 
and that the wide diversity of users 
made it necessary to supply information 
developed on different bases, since 
assumptions and concepts which are 
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relevant to the needs of one.user might 
not be applicable to another. He also 
thought it necessary to indicate the 
degree of error in various figures supplied 
in financial statements. ` 


International visitors 


Distinguished visitors from overseas, in 
addition to the speakers already men- 
tioned, included Mr R. P. Crout, Е.С.С.А., 
F.C.LS., President of The Association of 
Certified Accountants, who brought 
greetings to the conference during the 
opening session; as also did Mr A. M. 
Henderson, Е.С.А.(САМАрА), Auditor- 
General of Canada. Prominent as a Vice- 
President of the Conference was Mr J. P. 
Landau, F.c.c.a., a Past-President of The 
Association of Certified Accountants, 
who chaired one of.the sessions. The 
Association was further represented by 
Mr G. L. Barker, F.c.c.a., another Past- 
President, and by its Secretary, Mr 
Frank Osbourn, M.B.E., B.A., LL.B. 
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Also among the thirty participants from 
the United Kingdom were Mr Hugh 
Nicholson, Е.С.А., Mr M. Н. Cabourn- 
Smith, F.C.4., and Mr J. C. Durnin, F.c.a. 

As chairman of the organizing com- 
mittee, Mr I. Mann, C.P.A.(ISRAEL), a 
Past-Presidentofthe Institute, was assisted. 
by Mr Е. Somekh, c.».A. (ISRAEL), F.C.C.A., 
F.C.W.A., another Past-President and Mr 
Z. Grupel, C.P.A. (ISRAEL), Vice-President, 
who, in the absence of Mr F. M. Richard 
of France, reviewed the conference at the 
closing session, very competently drawing 
together many scattered threads of 
thought and discussion so as to leave the 
delegates with a balanced impression of 
the whole. 

Dr and Mrs Nebenzahl (who chaired 
the Ladies Committee) presided at a 
farewell banquet given at the Hilton 
Hotel, Tel Aviv, thus concluding а 
highly successful international conference 
on the part of a small Institute whose 
membership has grown from 149 in 
1955 to over 1,200 today. 


Post-investment Reviews 


Allowing for Changes in Money Values 


by HENRY A. V. WILSON, B.Com., F.C.A., F.C.W.A., M.I.M.C. 


Director, Binder Hamlyn Fry & Co 


From tíme to time business men and private investors want to review their past investment 
decisions. Those who calculated a discounted cash flow rate of return to guide them in 
their investment decision may wish to know what the actual DCF rate of return has been 
so far. [n addition, they will want to examine the causes of mafor differences between the 
actual results and their original estimates. 


U NFORTUNATELY it is rarely possible to make 
exact comparisons of the past with what was originally 


(a) of relatively fixed life, e.g., plant and machinery; 
(b) of indefinite life, e.g., stocks and shares, subsidiary 


the future. For example, the accountant will easily identify 
from his records the amounts and timing of the capital 
payments relating to an investment project, but he may 
have difficulty in identifying the amounts and timing of 
taxation benefits and especially the amounts each year of 
revenue expenditure and receipts associated with the 
project and with no other. However, on the assumption 
that the accountant can adequately organize his own 
book-keeping system, he still has to solve two inter-related 
problems: 


(a) Current market value of the investment. 
(b) Change in money value over the life of the investment. 


Current market value 


When calculating a DCF rate of return for the future it is 
useful to analyse projects between: 


companies. 


In the case of (a) an estimate for scrap receipts will be 
entered in the last year of the DCF computation, whereas 
in the case of (6) estimates of cash flow will be shown 
sufficieritly far into the future until the figures for additional 
years have little effect on the DCF rate. 

However, when carrying out a post-investment review 
only a few years may have elapsed and so a value has to be 
placed on the investment at the present time. An example 
is shown in Illustration 1, in this case an imaginary parcel 
of shares bought on the Stock Exchange. The same working 
paper could be used for capital expenditure on new plant, 
or a purchase of a subsidiary company. The working paper 
is of the kind frequently used for future investment ap- 
praisal but this time we are using it in retrospect. 

We have assumed that the investment was made at the 
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POST-INVESTMENT REVIEW 
DCF Rate of Return at Constant Money Values 


























Net Cash Discount at 28 per cent 
Date Year No. item Flow 
In (Out) Factor Amount 
£ £ 
66 0 Investment in shares a (1,000) 1:0 (1,000) 
67 1 Net cash flow — Dividends received . 100 781 78 
68 2 » 2 M " 300 -610 183 
69 3 E ii n Pp 250 ‘477 119 
70 4 P ie Е v 150 » 373 56 
Market value 1,500 560 
Total dividends to date £800, average ROI 20 perzent 1,300 DCF rate just be- (4) 
low 28 percent | m 


end of 1966 which is renumbered year o. If the investment 
had been spread over two or more years as with building an 
oil refinery then the cost should be entered as an outflow in 
each of the relevant years. (Cash flows can, of course, be 
analysed in shorter periods than one year but tbe necessary 
discount tables are far more voluminous.) 

The net cash flows on revenue account are then entered 
each year; these may be in the form of net dividends after 
taxation if the investment is a block of shares or net 
receipts less expenditures if the investment is in plant and 
machinery. If a parent company is reviewing the investment 
in a subsidiary company, then the movement of cash on 
loan account should also be taken into consideration; this 
is dealt with more fully in later paragraphs. 

Finally, an entry is required for the current market value 
of the investment. This is not always easy to determine and 
the following points are merely guidelines: 


Quoted Shares: Refer to Stock Exchange Daily List, allow 
for any liability for capital gains tax. 

Unquoted Shares: Obtain brokers! advice, ask company 
secretary for prices on recent dealings, or attempt net 
capital employed approach if information is available. 

Plant and Machinery: Estimate second-hand value or scrap 
value if discontinuing the project. Estimate written-down 
value based on replacement prices if continuing the pro- 
ject. 

Subsidiary Company: Estimate sale value of business on 
basis of potential earnings. Compare with estimate of net 
capital employed using replacement values fór valuing 
fixed assets. А 


Having completed the cash flow column, the remaining 
exercise is to find out at what rate of interest the positive 
and negative cash flows cancel out. By hand, this is done by 
‘trial and error; with a little practice and with adequate 
discount tables, this exercise can be done quite quickly. 
In the example, by discounting the cash flows at 28 per 
cent per annum the cash flows almost cancel out. Thus the 
actual DCF rate of return of the original investment is 
28 per cent which, if the value of money had been constant, 
can be compared with the DCF rate of return estimated 
prior to embarking on the project. 





Change in money value 


Unfortunately the value of money is not constant and so 
we have to modify the calculation of a post-investment 
zeview to allow for this. The working paper in the example 
5 now extended in Illustration 2 to allow for the changing 
value of money. 

Two additional columns have been added. The first is 
ће index of the internal purchasing power of the f 
2ublished by the Central Statistical Office, base year 1963. 
It could be argued that as this is the inverse index to the 
consumer price index, it is not the best index to use for 
zhis purpose; but as it is readily available we have used it in 
zhis instance. The fact is that the purchasing power of the 
2ound has fallen over the years, and some measure of this 
"all must be taken into account in any retrospective 
2xercise. 

The second additional column is the adjusted net cash 
lows which are the products of the original cash flows and 
ће purchasing power index. By trial and error, using the 
discount tables, the appropriate DCF rate of return, 
appears to be a little below 23 per cent; this is over 5 per 
zent below the rate of return when ignoring the fall in the 
value of money. As the rate of inflation has increased during 
1970 and 1971 it is probable that the differences between 
che rates of return based on the methods in Illustrations 
1 and 2 will continue to grow, thus emphasizing the need 
zo take the changing value of money into account. 

The important point to remember about this method of. 
»ost-investment review is that it is the original investment 
decision which is being reviewed and not the present form 
of that investment. Thus the discount factors are based on 
-ooking forward from the year of investment and not look- 
пр back from today. Another important point is that, in - 
carrying out a post-investment review, we are not seeking 
guidance for future action; this must be done by looking 
torward from today. Past cash flows are only relevant if they 
assist in estimating future cash flows. 


Reviewing subsidiary or divisional performances 

‘The managements of group companies.generally want; to` 
Enow how their operating units, in the-form of subsidiaries 
cr divisions, are faring both individually year by year and 


THE 



































November 18th, 1971 ACCOUNTANT 683 
Illustration 2 
POST-INVESTMENT REVIEW 
DCF Rate of Return with Changing Money Values 
(е)= 
: (a) (b) (c)= (a x b) (d) (dX c) 
Net Cash | Purchasing Adjusted Net Discount at 23 per cent 
Date | Year Мо. Item Flow Power Cash Flow 
In (Out) Index In (Out) Factor Amount 
(1963= 
1-00) 
66 0 Investment (1,000) 892 (892) 1:0 (892) 
67 1 Dividend P En 100 :870 87 :813 71. 
68 2 Y is n is 300 832 250 -661 165 
69 3 A $i B f 250 790 198 -537 106 
70 4 » - ew || 150 Е 112 ; 49 
Market value .. — ..'  ..| 1,500 I 748 1,123 557 491 
Total dividends to date £800, —— DCF rate approxi- 
Average RO! 20 per cent 1,300 878 mately 22-5 per (10) 
—— ——— cent ——— 
L 21 











also comparatively between units. Group accountants 
spend much time and effort calculating the annual ROI 
(return on investment) or ROCE (return on capital em- 
ployed) for each unit. ROI attempts to look at the unit 
from the point of view of the outside investor and ROCE 
attempts to look at the unit from the point of view of the 
unit manager; frequently the calculations blur the two 
points of view. As has been said, comparisons are odious, 
and much argument ensues; for the following reasons the 
exercise can never be satisfactory: 

(а) Unit managers may have inherited the assets their 
businesses employ; also they may not be responsible for 
the price that the parent company paid for their business. 

(b) Short-term action can be taken which inflates the profit of 
one year at the cost of profit in the longer term, e.g., 
cutting back in R & D or postponing maintenance. 

(c) If the units are in different industries, then the business 
conditions will be different — some industries may be 
expanding, others contracting; some may be more 
competitive than others. 


These are very general reasons, doubtless specific reasons 
can also be found in individual cases why ROI should not 
be used in comparing subsidiary or divisional performances. 

Instead of calculating annual figures of ROI or ROCE, 
an alternative approach is to calculate each unit's average 
achievement over a short number of years and compare 
this with its own agreed targets. То do this, use the method 
of post-investment review described in this article and 
calculate the DCF rate of return to the parent company over 
the first few years. а 

The cash flows in the computation would consist of: 

Year o: Cost of purchasing shares; 

Year 1 onwards: Dividends; 
Movements on loan account; 
Additional investment in shares; 
Market value of subsidiary; or 
Net capital employed (less outside long- 
term loans, if any). 


Last year end: 


A very simple example is given in illustration 3. At the 
top are the summarized balance sheets of a subsidiary 





company. Fixed assets have been revalued each year on a 
replacement basis in order to calculate realistic depreciation 
charges and net capital employed.’ Not all the profit each 
year is distributed as dividends to the parent company, and 
cash passes between parent and subsidiary according to the 
cash resources or needs in each year. At the foot is the 
post-investment review prepared to review the parent 
company’s original investment and to compare it with the 
estimates made at the time. 

It is assumed that the shares in the subsidiary were 
purchased at par. Then follows the dividends received each 
year and the net movements on loan account. Finally, at 
the end of year four in the absence of a market value for 
the company the net capital employed is used, but this is at 


‘replacement values so far as fixed assets are concerned. 


Hopefully net capital employed is below market value, so 
the resulting DCF rate of return is understated; but if net 
capital employed is above market value, as might be the 
case if the company were making very small profits or even 
losses, then an attempt at a market value is required. 

The annual cash flows are then adjusted by the purchas- 
ing price indices, and a discount rate of approximately 
30 per cent balances out the adjusted cash flows; this figure 
is then compared with the estimated DCF return prepared 
when the subsidiary was first acquired. 


Initial investment cost 


One of the lessons to be learned from a post-investment 
review is a reinforcement of the obvious; that is, the price 
of the initial investment has a very marked affect on the 








1For the benefit of eager readers who might like to check the under- 
lying workings, the replacement values are assumed to be 10 per cent 
above those of the previous year and assets are assumed to have a life 
of ten years. As this is not an article on replacement value accounting, no 
attempt has been made to calculate replacement values using price 
indices. The depreciation reserve is the difference between replacement 
value and the written-down value of each asset based on number of 
years of remaining life; e.g., assets costing £1,000 in year o have a 
replacement value of £1,464 at end of year 4, a written-down value оф 


£ X £1,464=£878 and a depreciation reserve of £1,464—878 = £586. 
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subsequent DCF rate of.return. If our investment in The cost of the original investment is clearly of greater 
Illustrations 1 and 2 had cost £2,000 instead of £1,000, significance than the market value of the investment at the - 
then, taking into account the fall in the value of money, time of the review. The market value is reduced sub- | 

- there is a negative cash flow overall even before discounting. stantially both’ by the purchasing power index and by the 
On the other hand if the investment had cost only £500 discount factor so that once a project has run a few years 
the resulting. DCF rate of return would be just over 50 per there is scope for some broad approximation in determining 
cent. . Е the market value of the investment. 


.Hlustration 3 


SUBSIDIARY COMPANY 
SUMMARIZED BZLANCE SHEETS | 








. Year ` 1966 1967 1968 1969 . 1970 
. у | : £ £ Ev a ces £ £ 
. Fixed assets at cost .. 55 НЕ " d e. 5. 01000 _ 1100 1,480 1,710 2,000 
Add replacement reserve `.. Me E às "S | . 100 220 390 ` 600 
Fixed assets at replacement values ` ae t. tet an £x 1,000 1,200 7 ` 1,700 - - 2,100 2,600 
Less depreciation reserve .. Tue Ns ee T ss — 110 > 253 : | 465 . 733 
Written-down values a is TER 2 d. x .. 1,000 - 1,090 1447 . 1,635 ` 1,867 | 
Current assets a ex js s vs s е 300 400 500 600 | . 700 
: . 1,300 ` 1,490 1,947 2,235 2,567 
Current liabilities .. ex Be se x ES m 300 390 447 . 535 667 
Capital employed  .. ~ EE #36 ecu Е .. 1,000. 1,100 1,500 | 1,700 1,900 
Share capital we зли ид «5 is ES | .. 1,000 1,000 : 1,000 1,000 : 1,000 . 
Replacement reserve 5 wea. as ex M V. hy N . 100 220 390 600 
Parent company loan account- `.. e. - а " . –— (100) : 80 10. . (100) 
Net profit for year  .. РА E As ink КЕ RM — 200 _ 250 - 400 600 à 
Less dividends to parent za са а ene is — 100 150 300 500 
à i 100 100 ` 100 . 100 
Profit reserve brought forward - 6 sa ce tes — . 100 200 300 
Profit reserve carried forward | l — 100 200 300 400 
1.000 1,100 1,500 1700 — 1,900. · 





РОЅТ-ІММЕЅТМЕШТ REVIEW 


- | - Net Cash Puschasing Adjusted Net 
Date Year No. | "E Flow Fower Cash Flow 
` In (Out) index In (Out) 
(1963= 
` 10) 


Discount at 30 per cent 


' , Factor Amount 


(892) 
67 


Investment — Share capital at par (1,000) -892 (892) 
Dividend ' .. Р | 100. : 87 
Loan account — net cash to. |r 870 | . 
parent - .. » 100 А 87 

Dividend ТИ . 150 De 425 ` 
Loan account — net cash to sub- ЦЕР 832 

_sidiary ^ zi we (180) . (150) 
Dividend «s: : 300 a ^ 237 

Loan account — net ‘cash to : | 790 

parent... s ve . 70, 
Dividend 27 К 500 
Loan account — net cash to 

parent | ..|] 110 
Net capital employed . i 1,900 ` 


67 
(74 


(89) 

108 
25. 

131 


| 349 


350-7. 29 


E 498 
DCFratealittle _ | 
above 30 percent +18 
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Taxation 
Cases 





Rose v. Humbles 
Aldersgate Textiles Limited v. CIR 
In the Court of Appeal — October 13th, 1971 


(Before Lord Justice RussELL, Lord Justice Sacus and Lord 
Justice STAMP) 
Income tax — Back duty ~ Emoluments — Principal shareholder in 
company — Schedule E and Schedule D assessments — Whether 
deficiency represents betting winnings — Profits tax — Excess profits 
tax — Whether deficiency represents company's concealed income — 
‘Whether taxpayer a trustee thereof — Appeal — Taxpayer not 
heard — Whether case to be remitted for further hearing — Taxpayer 
too ill ever to give evidence — Income Tax Act 1952, section 64 (6). 
The taxpayer held 80 out of the 100 issued shares in the company 
and was a director, and the other shareholders were his wife 
and his son, both of whom were also directors. Back duty 
assessments under Schedules D and E for 1942-43 to 1950-51 
were made on the taxpayer; and assessments to profits tax and 
excess profits tax were made on the company on the footing 
that the alleged deficiency in the taxpayer’s returned income 
represented profits of the company which had been diverted 
by the taxpayer to himself. 

The taxpayer coritended that the alleged deficiency repre- 
sented betting winnings, and he produced documentary evidence 
showing net winnings of £30,843. The Revenue produced 
statements showing ‘unexplained income totalling £65,171, so 
that if the £30,843 was deducted, the balance to be explained 
was about £35,300. The General Commissioners did not accept 
that the taxpayer had made any profit from betting; and they 
decided that the £65,171 was taxable income not accounted for 
to the Revenue; and that it represented cóncealed profits of the 
company, which had been diverted to the taxpayer, and were 


assessable on him as remuneration under Schedule E. The books : 


of the company had, been well kept, and there was nothing in 
the pattern of the accounts to make the éompany’ S accountant 
suspicious. The deceased’s son and fellow-director had no 
knowledge of any piofits having been diverted from the com- 
pany. There was medical evidence that the taxpayer had had a 


coronary thrombosis, and an adjournment was allowed. A 


month before the adjourned hearing the! taxpayer. had had an: 


operation, but a further adjourjment was refused. 

It was contended for the taxpayer andithe company (1) that 
the finding that the £65,171 was received by him as remunera- 
tion could not stand, for if the money was improperly diverted 
from the company to ‘the taxpayer, then he, a director, must have 
been a trustee thereof for the company; (2) that the whole of 
the unexplained increase was accounted for by betting winnings. 
It was contended for the Revenue that the evidence of betting 


winnings did not fully account for the increase; and that liability’ 


under Schedule E had been established. ‘The Gerieral Commis- 


‘sioners refused the application for an adjournment; discharged , 
the Schedule D (Case I) assessments; and confirmed the. 


Schedule E assessments in the sum of £62,114. . 
Between the hearing in the Chancery Division and the 


hearing in the Court of Appeal the taxpayer’s health deteriorated | 


to such an extent that he would never be able to give evidence. 
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It was contended on his behalf that that was an additional 
reason for discharging the Schedule E assessments. 


Held (varying the order of Mr Justice Buckley, The Accountant, 
May 7th, 1970): (1) the Schedule E assessments on Mr Roseshould 
not be discharged but he should remain entitled to a re-hearing 
of his appeal against them. Lord Justice Sachs dissented on this 
point; he was of the view that these assessments should be 
discharged ; (2) the assessments to profits tax and excess profits 
tax on the company should be discharged. 


Thomson v. Gurneville Securities Ltd 
In the House of Lords – October 21st, 1971 


(Before Lorn Morris or Вовтн-ү-Сеѕт, Lord GUEST, 
Viscount DILHORNE, Lord Donovan and Lord SIMON oF 
GLAISDALE) 

Income tax — Loss claim — Dividend-stripping — Two groups of 
companies — One having property companies ~ Other having forward 
dividend-stripping possibilities — Share-dealing company in one 
group buys shares in other group's holding company of property 
companies — Part-price down and supplement later ~ Dividends to 
share-dealing company from that holding company ~ Four-year 
cessation arrangement — Whether commercial share-dealing — 
Whether loss claim valid — Gross dividend exceeding profit — 
Whether all net dividend taxable — Income Tax Act 1952, sections 
127, 128, 184, 185, 186, 341. 

In this scheme there were two groups of companies, the 
Sandelson group and the Colman group. The Colman group 
had an investment company (BI) holding all the shares in 102 
property companies. The market values of these properties 
were greatly in excess of the book values. The respondent 
company (GS) was incorporated in March 1954, and was wholly 
owned in the Sandelson group. It was a share-dealing company. 
In April 1954 a company (BP) was incorporated as a wholly 
owned subsidiary of BI; and in May 1954 it bought all the 
properties of the 102 property companies at book values. 

If BP could realize a profit in its second accounting period, 
May 7th, 1955, to May 6th, 1956, and cease trading before 
April sth, 1958, a large saving of tax could be made. In Decem- 
ber 1955, GS purchased all the shares in BI. The actual price 
could not then be ascertained, and a sale price of £16,803, i.e., 
30s a share, was agreed, plus a supplement of 95 per cent of the 
excess of market value, after allowing for taxation, over book 
value. GS was required to retain the shares, and gave BP 
control of the board. Completion took place on May 7th, 1956. ` 
Meanwhile the.supplement had not been quantified or paid, and 
on February 28th, 1956, a company (Carward) was incorporated 
in the Colman group to purchase most of the properties. By an 
agreement of May 4th, 1956, the supplement was quantified at 
£1,769,000 on an estimated market value of £1:9 million, and 
retention of shares and control of the board were abrogated. On 
the-same day Carward purchased the properties for £1,61 1,434- 

BP paid four dividends. The first three, for the accounting 
periods to May 7th, 1955, 1956 and 1957, amounted to 
£1,200,000 gross: The fourth dividend purported to be £520,000 
and was paid as a net £299,000. GS claimed repayment of tax, 
under section 341 of the Income Tax Act 1952, for 1956-57 
and 1957-58, on the ground that the shares in BI had been 
diminished in value by the payment of those large dividends. 
It was contended for the Inland Revenue that the purchase by 
GS of the shares in BI was not a transaction in the course of a 
trade; and that, if the loss claim was valid, the whole of the net 
dividend received in 1957—58 should be brought into account. 
The Special Commissioners decided the first question in favour 
of the company, and the second in favour of the Revenue. 

Held (reversing the decision of the Court of Appeal): the 
transactions were not part of the trade of a share-dealer, and 
the loss claim was not allowabte. 
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Overseas Withholding Taxes 
on Dividends 


The following table sets out the foreign withholding taxes deducted at source from 
dividends payable to companies, from a large number of countries. Rates applicable to 
dividends payable to United Kingdom parent companies, and to other United Kingdom 
companies, are shown in separate columns. In the ‘Notes’ section reference is made to 
the country's double taxation agreement with the United Kingdom (UK DTA) and the 
minimum voting power control or capital required for any difterential rate for United 
Kingdom parent companies' dividends to apply, is stated. 

By ‘withholding tax on dividends’ is meant a tax which is payable by a company in 
addition to the tax payable on its profits, and which it is bourd by law to withhold from 
dividends paid to shareholders. For countries where generally the tax ‘deducted’ from 
dividends simply reflects a company tax payable on the profits out of which the dividends 
are paid, and no further tax is paid over by the company, the -ates columns will show 
CTD (company tax deducted). [n many countries, dividends paid by pioneer industry, etc., 
companies out of exempted profits are exempted from tax. Т5 is not mentioned in the table. 
Only withnolding taxes which are part of a country's income tax system are included in the 
rate table. Other taxes deducted at source from dividends may be mentioned briefly in the ‘Notes’. 

Every care has been taken in the preparation of this table bet its accuracy cannot be 
guaranteed. The table, compiled by the Board of Inland Reverue Library (Foreign Section) is 
Crown copyright and is reproduced by permission of the Corrroller of HM Stationery Office. 














Solomon Is 








withholding tax. 


G | | Subsidiary — Other UK Я | | Subsidiary — Other UK 
Country enera! | UK parent | | Company Notes Country enera! | UK parent | | Company Notes 
rate 96 rate 96 shareholdings rate rate % shareholdings 
| —— rate % fase ee rate % og 
Algeria 18 18 18 No UK DTA. Brunei None None None UK DTA precludes 
i eU withholding tax. 
Argentina 12 12 12 No UK DTA. , 
| Сапада 10 15 10 (i) A 15% rate applies 
Australia 30 15 15 15% maximum. | generally under 
; UK DTA rate. Canadian law 
where 75% or more | 
' Austria 19:6 15 15 (i) General rate in- of Canadian Com- 
cludes 3196 sur- pany's voting 
charges on 1596 power, etc., is held 
basic rate — 1896 by non-residents. 
equalization of bur- (ii) 15% maximum UK 
dens surcharge, 396 DTA rate. 
flood relief, 1096 
special. Ceylon 394 394 394 No UK DTA. 
(ii) 15% maximum UK 
DTA rate. Chile 40 40 40 ' n " 
Barbados CTD CTD CTD | UK ОТА precludes | Colombia 12 12 12 й: Je 
withholding tax. 
| Congo 20 20 20 , " 
Belgium 20 15 15 1596 maximum UK DTA (Kinshasa) 
rate. 
Bolivia 20 20 20 (i) 40% bearer share | СУРГУВ CTD | CTD Е Сане а а оАо 
: dividends. | 
(ii) Ne UK DTA: Denmark 30 5 15 Maximum UK DTA 
PN 596. 259 t- 
Botswana None None None uh dn . enean end peau a fof 
withnolaing: tax: 5% rate to apply. 
Brazil 25 25 25 (i) There is also a zur 
supplementary tax Dominica CTD CTD CTD мн „precludes 
on excess remit- 
tances. ~ 
" Ezst African 
; . Hi) No ОР Community | See Kenya, Tanzania, Uganda 
British CTD CTD CTD UK DTA precludes 
Honduras : withholding tax. ЕІ Salvador 28 28 28 No UK DTA. 
British Е стр | стр стр UK DTA precludes Felkland Is. CTD CTD CTD UK DTA precludes 


withholding taxes. 
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Country ` 


Fiji 


Finland 
France 


The Gambia 


Germany 


Ghana 


Gibraltar 


Gilbert and 
Ellice Is. 


Greece 


Grenada 


Guatemala 


Guernsey 


Guyana 


Hong Kong 
India 
Indonesia 
iran 

Iraq 


ireland 


Isie of Man 
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General 
rate % 





15 


25 


стр 


25:75 


стр 


стр 
стр 


30 


стр 


11 


CTD 


114/11 


None 
24-5 
20 


CTD | 


CTD 
CTD 


21-25 











Subsidiary—| Diner UK 
оско shareholdings Notes Country 
Nil Nil (i) 596 is the general || Israel 
rate where divi- 
dends are paid out: 
of non-Fiji profits. || Italy 
(ii) UK DTA precludes 
withholding tax. 
5 15 Maximum UK DTA|| 
rates 5/1596: 25% vot- 
ing power required for 
5% rate to apply. _ 
5 15 Maximum UK DTA 
rates 5/15%: 10% vot- 
‘ing power required for 
5% rate to apply. 
CTD CTD UK DTA precludes 
withholding tax. 
25 15 (i) General rate in- || Jamaica 
cludes 3% sur- 
charge. 
(ii) Maximum UK DTA 
rates 25/15%: 25% 
rate applies where 
25% or more of 
voting power is || Japan 
held. 
CTD CTD (i) UK DTA precludes 
withholding tax. 
(ii) General 2596 with- || Jersey 
holding tax pro- 
posed. 
Kenya 
CTD CTD No UK, DTA. 
CTD CTD UK DTA ' precludés 
withholding tax. Lebanon 
30 30 (i) Rate is 3896 where 
shares are not 
quoted on Athens 
Stock Exchange. 
(ii) UK DTA ‘has no 
dividends article. 
Liberia 
CTD CTD UK РТА precludes 
` withholding tax. - Libya 
11 11 :| ( Rate includes 10% || Liechtenstein 
surcharge. 
(ii) No UK DTA. 
CTD CTD UK DTA has no divi- | Luxembourg 
| dends article. 
114/11 | 114/11 (i) General rate is 
134% for non- 
manufacturing || Malawi 
companies. Both 
rates are uncertain. 
(ii) No UK DTA. Malaysia 
None None No UK DTA 
Malta . 
24:5 24-5 " ve 
20. 20 ite | git Mauritania 
CTD CTD RET Mauritius | 
CTD CTD 3 58 
стр сто UK residents may ге-- 
: claim the Irish tax 
(DTA). 01 Mexico . 
21:25, 21:25 | UK DTA has 












no divi- 
dends article. DIM 








General 
rate % 


25 


30 


37-5 


20 


CTD 


12:5 


10 


15 


None 


15-20 


Subsidiary 
„УК parent 
rate % 


15 


Nil 


Nil 


10 


CTD 


12:5 


10 


Nil 


15-20 








Other UK. 
company 
shareholdings 

rate % 


15 


Nil 


Nil 


15 


10 


15 
None 


None 


15 


None 


CTD 


CTD 


16 
Nil 





Notes 


15% maximum UK 
DTA rate. 
(i) Generally, up to 


two-thirds of tax 
withheld may be 
refunded on ac- 
count of foreign 
tax paid on the 
same income. . 

(ii) Present UK DTA 
precludes with- 
holding tax. 

(iii) Proposed amend- 
ment to UK DTA 
would limit tax to 
5/1596: 5% where 
51% or more vot-, 
ing power held. 


(i) Against the 37:5% 
taxis credited ad- 
ditional company 
profits tax paid. ' 

(ii) UK DTA precludes 
withholding tax. 


Maximum UK DTA 
rates 10/15%: 25% 
voting power required 
for 10% rate to apply. 


UK DTA has no divi- 


.dends article. 


UK DTA dividends 
article does not limit 
withholding tax rate. 


(i) The tax applies only 
to the extent that 
dividends are paid 
out of profits not 
taxed in the 
Lebanon. 

(ii) No UK DTA. 


No UK DTA. 


" " 


(i) No UK DTA. 
(ii) 3% coupon 
withheld. 


tax 


Maximum UK DTA 
rates 5/15%: 25% vot- 
ing power required for 
5% rate to apply. 


UK DTA precludes 
withholding tax. 


No UK DTA. 


UK DTA precludes 
withholding tax. 


No UK DTA. 


(i) Payer may retain 
tax. 45% is the 
company tax rate. 

(ii) UK DTA precludes 
withholding tax. 


(i) Rates depend on 
amounts of diti- 
dends. í 

(1) No UK DTA. 
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m Other UK - 5 2 Other UK 
| Country General create сотрапу Notes Country Rupert xr pest mpany 
j g rate % rate % shareholdings И rate % _ Bla У, shareholdings| 
| rate % 9 гате % 
Montserrat CTD. Стр CTD | UK DTA precludes || St Helena стр | CTD стр No UK РТА. 
FM NE withholding tax. . . . EE d . I 
i : o St Kitts „стр · стр стр UK DTA precludes: 
“Morocco. None | None None No UK DTA. | withholding tax. | 
| Mozambique 5 5 5 | | (i) 20% on. bearer | St fue . PI СТВ В, wo m 
м | (i) No UKDTA. "  |StVincent" | сто | стр am "oon : 
ГЕР 25. 5 15 Е Maximum UK DTA || Saud! Arabia - .None |" None None No UK DTA: Dea 
redi. | Bee ера 3eychelles сто |. стр сто | UK РТА. precludes”, 
5% rate to apply. T Mes | withholding tax. 
Netherlands None None None. UK DTA provides for a || Sierra Leone. | CID: CTD STD "mn 
iol e У ! 8 
. Antilles | 1526 maximum rate, Singapore - | стр | стр стр * a 
"New Zealand | 15 15 · 15 15% maximum UK DTA | ¢outh Africa | 15° | .. 5 15 Maximum UK DTA- 
а rate. | z- П i „rates 5/15% : 25% vot- 
are 4 Я Sgp eg ing power required for` 
. Nigeria CTD CTD CTD UK DTA precludes ‘ 5% rate to apply. 
К . E withholding tax. : . 5 Е 
B . ў Ж | South West . | 125 5 12:5 Maximum * UK DTA 
Norway 25 5 15. Maximum UK DTA Africa : - rates 5/15% : 25% vot- 2: 
MR: rates 5/1596: 2596 vot- „ ing power required for 
ing power required for 5% rate to apply. : 
5% rate to apply. ' voce 77 
| 5 : PUE S3ain 15 | .15 15 'No UK DTA. 
oe в. | ; 0, i | | 3 | ` 
: Pakistan 22 Р 22 © et ace Swaziland 15- 15 15 15% -maximum UK 
(ii) The 10% rate ap- d NE | ОТА rate; | 
Eman hes не Sweden 30 5 15 Maximum UK DTA 
than: 50% of the : : rates 5/15%: 25% capi- © 
А ‘voting shares in re tal required for 5% rate . 
К company which is 5 | uu to apply. i 
post August 14th, || Switzerland. | 30- | 5 15 Maximum UK DTA 
= dertaking; the 15% || | ai rates 5/1596: 2596 vot- 
fate applies to other ing power required for’ 
o j investments of UK’ | : ; 5% rate to apply. 
Я Sree eatin ot Taiwan . 15 15 15' | No UK DTA. 
' voting shares. | Eo psp s pt Х | 
| | pe, Tanzania 125 | 125 125 | UK ОТА dividends 
f ee : ' CIN ; article’ does not limit 
Panama 10 10 10 . |. No UK DTA., с Е » А | | withholding tax rate. 
. Paraguay None, | None. | None | и и Thailand 15-25 | 46-26: | 15-25 | (i) Rates depend on. 
ken у 3 А ' AE ^ i .amoünt of divi- ` 
Peru « : 30 30 30, W Thè rate may be © dends. MEI 
Hot 40% where tax rate. ; Я (ii) No UK ОТА. 
payable on divi- . T ` у х 
dends in recipient's || Triridad 25 10 “20 (i) Maximum UK DTA . 
: country of resi- e ` ; rates 10/20% : 25% 
: dence is lower than voting power те- 
р 30%. quired for 10% rate 
. | (ii) No UK DIA to apply. 
. CEN : i . . (ii) Where any foreign 
Philippines |> 35' 35' 35 Мо UK ОТА. |> ° company has 50% , 
Sh e "S | А | : or more of shares 
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by JOHN BAMFORD, АЛМТА., A.R.V.A., Deputy City Treasurer of Westminster 


HE reaction of many treasurers on hearing the title of this 

paper would probably be to suggest that a book would be 
required to deal adequately with all their problems. Is it too 
strong a claim that the staffing problems ahead were never more 
serious than they are at the beginning of this decade? There is a 
dearth of recruits to the local government service in many 
areas; a spirit of unrest among groups of employees now affects 
some of our own staffs; a widespread, reorganization of local 
government is just around the corner; an upheaval in profes- 
sional training seems imminent – the list is endless. The answers, 
though, must be found and found quickly, if we are to provide a 
strong, efficient, and purposeful local government service. 

This aim cannot be over-emphasized. Our service is under 
virtuálly continuous attack from all sides: from some newspapers 
and other communication media, whose facility for generalizing 
from the particular seems unbounded; from some in high office, 
who often forget that the local authorities they criticize are 
carrying out duties prescribed by legislation; from members of 
the public, who rightly require the highest standards of service, 
but do not always realize what effect this has on rate require- 
ments. Do not let us delude ourselves, however, with the thought 
that we are always perfect, for we are just as capable of mistakes 
as any other organization, and perhaps. we are not always as 
ready as we should be to admit them. 

Our own particular field of rating is a favourite for attack. The 
system itself is under constant siege, and the air has for years 
been thick with threats of abolition of rating, and its replacement 
— with what? At the time of writing, the long promised Green 
Paper has just been issued [The Accountant, August 12th], and 
those of us in local government finance who have been anxiously 
waiting to read its contents now realize that once again it has 
been accepted that the rating system should continue to be the 
main source of local government revenue. 


Recruitment 

We must not be content merely with attracting to the service 
those who are looking for a steady, safe job, but our top posts 
must continue to attract, and retain, the best brains and the 
personalities not only to meet the challenge of the current and 
future needs of local government but also to match those of the 
outstanding people at the head of the permanent staff іп the 
departments of State. Unless, however, we do take positive steps 


to ensure this continuity of quality of officer, the state of local- 


government in 20 years’ time will be parlous indeed. 

Now recruitment today undoubtedly has its drawbacks and 
probably one of the most widely accepted reasons for the failure 
to attract sufficient recruits of the right calibre is that local 
government has a bad image. There may well be a popular 
misconception of the bureaucrat grinding away at some soul- 


'The substance of a paper delivered to the 1971 Annual Conference of 
the Rating and Valustion Association. 


destroying work, imprinted on too many young minds. It is 
perhaps true that insufficient contact is made with the university 
appointments officers or that school careers conventions do not 
always highlight the opportunities in the local authority world. 
The remedies lie very much in our own hands. 

We must start by asking ourselves what attracted us to the 
service and what changes have taken place over the years which 
would influence the choice of career today. Undoubtedly, for 
many in the thirties, the reason was simply one of harsh econo- 
mic reality. Local government in those days offered a secure job 
in the midst of uncertainty, and it was опе of the few fields of 
employment that carried a pension. Today there are many other 
jobs which offer just as good, if not better, salaries; even security 
is threatened by amalgamations; and occupational pensions 
are more the rule than the exception. 


Geographical advantages 


Of the authorities who have no recruiting difficulties, some 
are in this happy position because of geographical reasons ~ for 
example, in a provincial city, some distance from any other major 
centre of population and with comparatively few large industrial 
concerns, the local authority as one of the main employers could 
expect to have plenty of applicants for posts. There are others, 
however, where competition by other employers appears to be 
intensive, but which nevertheless continue to recruit without 
difficulty. Geography does not, therefore, offer the only 
explanation. 

These latter authorities often seem to be those where there is 
evidence of a strong community spirit and where the old feeling 
of ‘working at the ‘town hall’ still means something more than 
just another route to a pay packet. This points to the possibility 
that the rather hackneyed phrase ‘job satisfaction’ might after 
all be at least as important as the more tangible ground of 
salary levels. It is not easy to define job satisfaction, but ob- 
viously an interest in one's work, a sense of involvement in the 
firm's affairs, a minimum of monotony, the feeling that one's 
efforts are appreciated (not necessarily by financial reward) and 
that one is regarded as a human being and not a cog in a large 
machine ~ all form part of this characteristic. The sooner it is 
demonstrated that job satisfaction exists in local government, the 
better it will be for our recruitment. 


Finance department problems 
Turning now to the special problems of finance departments, we 
have a very wide range of recruitment issues. We are concerned 
with potential professional staff, administrative and clerical 
staff, secretaries and typists, machine operators, cashiers, and 
collectors. Many of us face the special competitive difficulties 
of the computer world, and others have to undertake the careful 
selection of security staff. 

Serious doubts are already being expressed as to whether in 
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future there are likely to be enough candidates with the intellect, 
personality. and practical ability to fill successfully the key posts 
in our finance departments, and in particular to ensure the 
continuance of the financial service to associations -of local 
authorities and the professional bodies. 

If, however, we concentrate attention upon the recruitment of 
professiona) staff, it is soon evident that this is only part of a 
wider problem of staff shortage at various stages of qualification. 
The position has by all accounts been worse in Greater London, 
but it is clear.that some up-to-date statistical evidence is 
needed befcre conclusions can be drawn; and replies to a ques- 
tionnaire showing the position at January ist, 1971, in 58 of the 
London boroughs and the larger county boroughs (i.e., most of 
the large non-county authorities in England and Wales) have 
shown differing views as to the point at which it is necessary to 
fill a post with a professionally qualified man. Both the re- 
organization of local government and the possibility of moves 

towards a two-tier accountancy ‘profession will bring this 
' divergence cf views into sharper focus. 
The analysis of replies as to the extent to which posts are in 
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fact filled by properly qualified officers has proved to be illumi- . 


nating. These figures must be treated with some reserve, 
first as regards intermediate and part-final staff because of the 
existence of trainee posts covering both levels of qualification, 
and secondly because the RVA examinations are apparently not 
recognized in a few authorities’ establishments. Т hé плана 15 
as follows: 
Extent to which posts are filled by 
sufficiently qualified staff 


IMTA RVA 
Part Part 
Inter. Final Final | Inter. Final Final 
| % 96 96 96 % 96 
London boroughs 42 38 70 26 22 50 
County boroughs.. 68 67 86 32 27 59 


Despite the reservation mentioned above, there is a broad 
enough base Зог the figures to show that the London position is, 
as claimed, significantly worse all through the piece. The short- 
age is, indeed, so marked at the part-qualified level that it is 
clear that a serious crisis will face many rating offices within the 
decade unless a solution is found. 

Outside Lendon, there is no evident correlation between the 
rate paid for the job and the authority's success in filling posts ~ 
although deeper research into the salaries that could be earned 
in other employment in the various areas could well provide 
significant answers. In London, the one authority that recorded 
100 per cent for IMTA finalists and two that achieved a similar 
percentage foz КУА finalists are all at the top of the range of 
salaries quoted in the inquiry. In London, of course, one has 
the element of competition within local government itself. 


Education and training 


Many treasurers who made returns also had trenchant 
comments to make on recruitment and appointment difficulties. 
The London voices were loudest and directed at almost every 
level of appointment, with special reference to the cost of 
London housing and the cost of, and time spent on, transport. 
The most serious problem, from the long-term viewpoint, is 
'the very large number of London authorities who find it 
extremely diffcult, or impossible, to attract suitably qualified 
trainee accountants. The situation in the professional strata in 
finance departments does in fact reflect quite closely the general 
pattern in local government. 

Education and training are very closely allied to recruitment 
problems: inceed the questions frequently asked by young 
potential entrants to the local government service relate to 
training opportunities. 

The officers of an earlier generation usually took correspond- 
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ence courses at their own expense and, if fortunate, were also 
granted two or three days' leave immediately before the exami- 
nations. Then, in the fifties, an entirely new outlook on our 
professional study was initiated, with the creation of the first day 
release courses for IM'T'A examinations. This led, almost 
inevitably, to the establishment of block release courses covering 
periods of 16 to 20 weeks, then to sandwich courses, and more 
recently to initial training courses of nine months' duration. 
In the field of rating, development has been slower, because of 
smaller numbers, but day release courses have now been 
running successfully at seven centres for up to Io years. 


Day or block release? 


The extent, to which finance staffs have moved away from 
correspondence tuition has also emerged from the survey of 
London and county boroughs mentioned earlier in the paper, 
as follows: 
Types of tuition at January 1st, 1971 
IMTA RVA 


Рат | Рат 
Inter. Final Ета | Inter. Final Final 
% 96 96 96 96 96 
Block release 





London .. 35." ux 2 2 o o o 
-Others 13 24. 29 o o o 
Day release | 
London .. 41 31 32 75 59 52 
Others .. 61 38 27 5o o o 
Day release linked to 
correspondence 
London .. sg 21 29 31 |, 7 23 24 
Others .. "EE: 3 o 7 o o 
Correspondence 
London .. 36 38 35 18 18 24 - 
Others 23 34 44. 43 100 100 
Private, etc. 
London .. xx 30 ' o o o o o. 
Others 2 I о: о о о 


There is а marked disparity between the London and pro- 
vincial figures, and the use made of block release outside London 
is significantly greater. Those educationists in the London area 
who try to put on block release courses must often feel very 
frustrated; even allowing for students who come from authori- 
ties not covered by the survey, their classes must at tirnes be 
thin indeed. Incidentally, in a survey in 1970 by a group of 
London treasurers, it transpired that only twelve of the London 
bo-oughs did in fact support block release courses. 

The pattern of the survey is not necessarily representative of 
the national picture, since the authorities covered are all large- 
sized. It may be that staff in smaller authorities, more remote 
from educational establishments, tend more often to use the 
facilities of the correspondence institutes. No figures are avail- 
able as to comparative success rates, but the treasurer of one 
large county borough who has no difficulty at all in filling all his 
qualified posts, and who has no recruiting problems but still 
relies entirely upon correspondence courses, is perhaps an 
exception. 

There is little doubt that one major problem caused by the 
moves towards release for study purposes is that establishments ` 
are too often pared to the bone, without sufficient margin being 


_allcwed for absences for education and training purposes. When 


farsighted measures are adopted by the two professional bodies | 
anc the educational world to provide qualified accountancy and 
rating staffs, it is unfortunate that the facilities provided are not 
used to the best advantage. 

In the field of accountancy a distinction has been drawn 
between ‘education’ and ‘training’. There is a view that educa- 
tior is concerned with the principles and concepts that form 
the basis of the profession: it is possible already, at some 
universities, to obtain a degree in accountancy, and there are 
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many other degrees which provide subject exemption for a 
candidate for IMTA examinations. It seems likely that eventu- 
ally it will be fully accepted that the profession should delegate 
all the early stages of educating and examining to the educational 
establishments, leaving the later stages of training and examining 
to the professional body. This would obviously require very 
close links between the theoretical and the practical aspects of 
such training. 

"The special importance of practical training and the effect 
this has on staffing must also be emphasized. Gone are the 
days when the haphazard ‘sitting next to Nellie’ approach 
sufficed. To get the best out of staff, and to ensure that they are 
not just theoretically sound, there must be planned practical 
training under the close supervision of qualified men. We 
cannot tolerate a situation where young people who have passed 
examinations with ease are insufficiently prepared to deal with 
some of the practical problems that qualified staff should be 
able to tackle. Indeed, we may place too much emphasis on 
getting the professional ‘ticket’ — it might be better to withhold 
the final accolade unless some effective certificate of practical 
achievement is earned. 


The new managerial age 


There is little doubt that technical advances have Е about 
more changes in the working life of finance department officers 
in. the sixties than in any earlier decade. While pride of place 
must be accorded to the computer, many of the other manage- 
ment services such as operational research and organization 
and methods have taken root and are involving all of us to some 
degree. We also have to cope with other aspects of Britain’s 
managerial revolution, typified by the interest shown in such 
developments as management by objectives, cost benefit 
analysis, discounted cash flow, programme budgeting — to name 
but.a few. 

The effects of the installation of computers include those 
related to the actual planning of the new systems, but more 
particularly those following the transfer of work in such areas 
of the finance department as accountancy, rating, establishment, 
stores control, loans, and many others. It should, of course, 
be realized that this is not necessarily a finance department 
problem, and there is indeed wide support for the proposition 
that as computers are more and more recognized as powerful 
servants for all departments – поё just glorified accounting 
machines – they should be brought under the aegis of the chief 
executive. 

In moving work on to the computers we have at the same time 
created another staffing problem, in the shape of the demand for 
specialists to analyse systems, to program, and to operate com- 
puters, and there is little doubt that it will continue to be 
difficult to attract staff of the right calibre for these posts for 
some time to come. The dearth of the best men and’ women 
in this field is aggravated by the acceleration in the progress 
many local authorities are making towards comprehensive 
information systems. 'l'hese may, of course, lead to staff savings 


in other directions but computer staff must be increased to cope. 


with the vast work loads entailed. 

One further word of warning must be sounded. It is too often 
the view that ‘going on to a computer’ heralds the millenium 
and that all routine tasks will disappear overnight. It is true that 
many repetitive clerical processes may be superseded but it must 
not be overlooked that computers are hungry giants and need 
constant feeding with data. Until, therefore, optical character 
recognition (or some equivalent) is more fully developed, large 
numbers of operators will be faced with monotonous punching 
work. 

There is likely to be increasing concern as to the privacy of 
information contained in computer files, particularly as the data 
bank concept gains wider acceptance. Staffs engaged upon 
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computer operation and management will no doubt be expected 
to conform to rigorous rules to preserve confidentiality of data. 
The computer industry itself has recognized the need for ethical 
standards, and the code of conduct adopted by the British 
Computer Society states that ‘members should have regard to 
the effect of computer-based systems . . . on the basic human 
rights of individuals whether within the organization, its 
customer or supplier, or among the general public’. 

More recently, interest has quickened (not only in finance 
departments) in the new techniques of financial appraisal 
involved in cost benefit analysis, discounted cash flow, and 
programme budgeting. Those treasurers who have made 
substantial progress in the direction of forward planning have 
encountered staffing needs with which they have rarely hitherto 
been confronted. We now need statisticians, economists, and 
mathematicians to enable us to give proper service to our 
authorities in the application of the new techniques, and we 
may look forward with pleasure to an injection of new skills 
into our finance teams. This will in turn lead to a substantial 
increase in the number of graduates entering the local authority 
service, an objective for which we should all strive. 

It would be wrong to leave the subject of new management 
techniques without a reference to management training. The 
problem here seems not to be a deficiency of courses, for hardly 
a week goes by without the announcement of some new series. 
It is vitally important to our future that management training 
should not get into disrepute through being oversold, for so 


. much remains to be done in improving managerial performance. 


Local government reorganization 


There is, just ahead of us, the prospect of local government 
reorganization which in many ways will pose the most serious 
stafhng problems of all, at least in the short term. Those who 
have been through the maelstrom in London still bear some of 
the scars, even though Mr Bowdell,! in speaking at the 1970 
IMTA Conference, referred to the London reorganization as а 
vicarage tea party compared to what might transpire in the rest 
of the country. It is trie that the picture has somewhat changed 
since he spoke, and that the reduction in the number of local 
authorities will not now be so severe; it is equally true that the 
transfer of functions and the amalgamations will still make life 
very difficult before, during, and after 1974. 

First of all, there will be the harsh reality of redundancy. 
There is no official encouragement for the appointment of 
associate or consultant chief officers and the competition at the 
top. may be severe indeed. On the other hand, the pressure of 
work involved by reorganization will be such that the need for 
experienced and qualified senior officers will be intense and 
authorities will be anxious to retain their services for some time. 
In these circumstances, it is hoped that generous compensation 
provisions will be made, certainly better than those enshrined 
in the present code, for those officers who, even though not 
required in local government, will still be able, given encourage: 
ment, to use their talents in other directions. 

Turning to lower staffing levels, it seems likely that the 
demand for professional officers will be sufficient to absorb the 
total supply, but the prospects of many of our younger officers 
of reaching a chief officer’s chair will, of course, be substantially 
diminished. Although, viewed purely in salary terms, this may 
not necessarily make them worse off, it is undeniable that, for 
many people, the attractions of responsibility and leadership 


‘count for just as much, if not more, than the level of earnings. 


Status is an important aspect of job satisfaction. 
Special attention will have to be paid to the ‘catchment areas’ 
from which applications are accepted. There was some contro- 


versy over this point during the London reorganization, but 


1 Mr Wilfred Bowdell, B.sc.(ECON.), F.I.M.T.A., is City Treasurer of 
Westminster and currently Vice-President of the IMTA. 
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eventually the- great majority of chief and deputy posts were 
filled by staff from within Greater London, though there were 
necessarily some exceptions in those services formerly the 
responsibility of the counties and county boroughs, which were 
fragmented in 1965. 

‘The Government has already announced its intention to set 
up a staff commission, to advise on recruitment and transfer of 
staff and tc safeguard staff interests. Whether this commission 
will be purely advisory or whether it will have greater power is a 
matter of ccnjecture: the safeguarding function must be balanced 
against the natural wish of local authorities to be masters in their 
own houses. Another staff problem at reorganization time will 
be geographical by nature. In the rural areas, in particular, 
some otticers will have either to move house and home (not a 
light task) or grapple with long journeys to and from work. 
Even in London, this was one of the worst effects of reorganiza- 
tion, for time rather than distance is the important travel factor 
in a densely populated area, and some ofhcers had up to two 
hours a day added to their travelling time. 

Mention of the location of offices also calls to mind the 
difficulties which will'assuredly arise from housing departments 
in different buildings. In London, the size of the new borough 
council establishments was dictated not only by amalgamation 
but also by the assumption of new responsibilities in the health 
and social service fields and (in outer London) in the education 
service. Outside London and the proposed metropolitan 
districts, the effect of amalgamations at second-tier level will be 
partly offset by the transfer of services to the first tier, but even 
in those second-tier authorities it is unlikely that any single 
office in the existing administrative centres will be large enough 
to accommodate adequately the entire staff of the new authorities. 

Thus, staf will face a considerable communication difficulty 
and/or overc-owding until such time as authorities are able to 
construct new administrative centres. When the new town halls 
are planned it is hoped that attention will be paid to office 
design, for there is little doubt that the working conditions that 
some of our colleagues have to tolerate are dreadful, and amply 
justify the description of public squalor (in comparison to 
private opulence) which has been used by speakers in the past. 
The reorganization will provide the opportunity for reconsider- 
ing such maters as office layout, telephone systems, provision 
of staff refreshment and rest-room facilities, and last but not 
least, interviewing rooms to enable the increasing number of 
confidential ir.terviews to take place in private instead of in open 
offices or at public counters. 

One final word on reorganization must be that, whatever 
steps are taken beforehand, there will be chaos in 1974. The 
time available for the task of planning and preparing for the 
transfer of services and for the amalgamations is very limited. 
Staff will have to turn their hands to many different jobs, and 
the more mundane tasks will assume a high degree of priority. 
Flexibility will be the watchword and the highest degree of 
co-operation between sections of the finance department and 
between the finance and other departments will be essential if 
wages are to be paid, accounts settled, and income received: 
in other words if the life-blood of the council ~ money – is to be 
kept in circulazion. 


Cost of staffing 


Local government cannot avoid the pressures of national eco- 
nomic life—as many treasurers must often have told corres- 
pondents. The rising costs of services, and in particular, salary 
and wage movements, loom large at every estimates meeting, and 
this is one aspect of staffing that can, with confidence, be pre- 
dicted as continuing — in greater or lesser degree — throughout 
tbis decade. Local authorities will be in the centre of many 
conflicting pressures. On the one hand the staff will be watching 
wage movements in other sectors, and their unions will naturally 
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jealously guard their interests, reinforcing their arguments by a 
inilitancy which is inseparable from the age in which we live. 
The government, intent on curbing public sector expenditure, 
may be expected to maintain their pressure on local authority 
negotiators, Many ratepayers are finding increasing difficulty 
.n meeting their commitments, and resentment of the impact 
of pay awards may be expected, even though these awards may 
Fall far short of some of those agreed in the private sector. The 
2roblems consequent upon pay increases are legion. 

'The intensity of wages pressure does, however, emphasize 
the vital necessity for local authorities to explore very carefully 
¿ll ways of increasing productivity. There has been pressure 
by the government for authorities to direct their attention to the 
urgent need for a more rapid introduction of incentive schemes. 

So far, work study has been applied mainly to groups of 
manual workers, and although O and M investigations into 
Clerical and administrative procedures are well established and 
job evaluation is now gaining wider acceptance, notably in 
London, little attention.has been paid to the development of 
incentive bonus schemes for office workers. There is a body of 
opinionin favour of relating pay to performance, even tothe extent 
ог abandonment of the traditional scales with annual increments. 


Ceneral conclusions 


Eaving ranged over some of the staffing problems that lie ahead 
fcr local authorities and particularly for their treasurers, 
what general conclusions can be drawn? | 
` Firstly, recruitment in many areas of the country, and cer- 
tainly in some professional streams, will present a challenge. 
S-mply to increase salaries will not provide the entire solution. 
Local government, and in the context of this paper, local govern- 
ment finance, must demonstrate that it offers a satisfying and 
st-mulating career for the young man of today — indeed, for the 
ycung woman, too, since those who have come into finance 
departments and qualified alongside their male colleagues 
have shown themselves to be at least their equal. To help to 
br.ng this message home it is essential that a better public 
image be created for local government, involving a greater public 
awareness of what is being done for the community. 

Zducation and training must be geared to the ever-widening 
demands of the job and must ensure a continuous supply of the 
right people to run local government. 'This training must not 
slacken when professional competence has been proved, but 
must if anything quicken its pace so as to equip the managers 
of zhe future. Managers must not only be concerned with the 
development of techniques, valuable though these may be, but 
must also recognize the importance of the human factor in 
business life. 

in the short term —and it really is short now ~ all the staffing 
reseurces of local government will be placed under immense 
strein by reorganization. There will be tremendous opportuni- 
ties for establishing new management structures and principles 
appropriate to the present age, but at the same time staff will ` 
hav2 to ensure that the day-to-day activities of the existing 
couacils do not suffer, and must be prepared to deal with a 
multiplicity of urgent situations in the early days of the new 
authorities’ existence. . 

Cn balance, the keynote must be that of challenge and oppor- 
tunity, and in rising to meet this challenge in 1973 and 1974, 
loca! government has the chance at the same time, of going 
far towards solving its longer-term problems. At least, in con- 
side-ing these problems, those in local government can take 
consolation in the knowledge that they are not alone, for if the 
Government's recent consultative document on the code of 
industrial relations is any guide, it shows that recruitment and 
selection, training, payment systems, security, status, working 
conCitions, consultation, and negotiations are all matters of 
concern throughout the whole employment spectrum. 
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IDV Management Reorganization 


T is fitting that the colour supplement to this year’s report 

and accounts of International Distillers and Vintners should 
be devoted to group management. In case International Dis- 
tillers and Vintners, or IDV, does not convey all that it should 
to the reader, then perhaps wines and spirits names such as 
Gilbey, Croft, Peter Dominic, Justerini & Brooks and J. & B. 
Rare may give an indication of the operations of this major 
group operating in all aspects of the wines and spirits trade from 
production to retail distribution. 

Management.in the year to the end of last May had to contend 
with difficult trading conditions which are evidenced in the 
marginal improvement in pre-tax profits against the 11 per cent 
rise in group sales. Mr H. C. B. Berens, the chairman, reminds 
shareholders that a year previously he had said that unless cost 
inflation could be brought under control it would be difficult, 
even with continued success in overseas activities, to produce 
higher profits. 

It was not until towards the end of the year that the rise in 
costs began to slow down and the year’s results are considered 
‘reasonably satisfactory’. The performance was due partly to 
better overseas results but also to home operational benefits 
from initial steps taken towards ‘the total reorganization and 
rationalization’ of the group’s home trade. 


Home trade 


Rationalization of the home trade is a story in itself. Due to 
takeovers and mergers there have, in the past, been 30 or 40 
active companies in the home sphere of the group. Since June 
1st, this year there has been only one overall operating company 
– IDV Home Trade – embracing all necessary services to give 
maximum support and backing to the three sales arms — Gilbey 
Vintners, wholesale; Peter Dominic, retail and Morgan Furze 
& Co, specialist wine services to hotels, restaurants, and institu- 
tions. 

IDV Home Trade management and marketing is to be con- 
centrated at Harlow where a new central stockholding depot is 
being set up. To complete national distribution a network of 12 
strategically-placed regional depots is being constructed to 
replace the 53 old distribution points. Half the new depots are 
already in operation. 

Administration and co-ordination of these operations met 
with a number of early problems but the Management Services 
department at Uxbridge, where the computer and data process- 
ing installation is housed, is steadily overcoming these. 

The new central cased- goods warehouse at Harlow, when 
commissioned in the early part of next year, is rated at peak to 
be packing and dispatching at the rate of one case per second 
over an eight hour working shift. Mr Berens says that in order 
to ensure the use of the building to the full, night shift working 
has additionally been pre-planned into the standard operating 
schedules. 


Export and overseas. 


Although component companies in IDV trace origins back to 
the 17th century, IDV as an entity has only existed since 1963. 
Since then, restructuring, rationalization and reorganization 
have taken the group to the point where there are now only 


two companies in the UK responsible for export and home 
trade. These embrace their respective productive capacities, 
sales subsidiaries and ten companies overseas, backed by 
appropriate group services together with an exploratory 
activity seeking opportunities within the leisure industry at 
home and abroad. 

The counterpart of IDV Home Trade is IDV Export which, 
like the home trade company, officially began operations at the 
beginning of the current financial year. The export company 
is responsible for all the group's Scotch Whisky producing and 
blending, and the overseas marketing of all main UK-produced 
brands of whisky, gin and vodka. 'T'he export company controls 
the two Justerini & Brooks retail wine and spirit establishments 
in London and Edinburgh because their trading as fine wine 
merchants provides back-up to the overseas success of J. & B. 
Rare Scotch Whisky. 

'The overseas companies operate in Canada, Ireland, Aus- 
tralia, New Zealand, South Africa, Kenya, Swaziland, Mauritius, 
and Cyprus and there are minority interests in Malawi, Rhodesia 
and Tanzania. European wine companies in Germany, France, 
Portugal, and Spain are separately grouped. 


Tenth year 


IDV’s account presentation has settled into a form from: which 
necessary adjustments can be made to conform with changing 
practice. ‘Extraordinary items’ in the profit and loss account is 
new this year, for example. In former years these items would 
have been dealt with below the line or out of reserves. The 
accounts and notes are supported by charts showing geographi- 
cal distribution of sales, profits and taxation and use of trading 
profit with each chart giving three-year statistics. 

Nine-year records trace sales and profits and, separately, 
group balance sheets. The current year’s accounts will be the 
tenth since the merger and in the past nine years profits have 
risen from {2-4 million to £77 million, the dividend rate has 
been doubled and earnings per share improved from 6:5 to 
16:2 per cent. 

Capital and reserves have increased by /23:5 million and a 
rights issue to raise [6:5 million in 1968 has been the only 
injection of new permanent capital. Stocks have risen from f 12:4 
million to £35-1 million in support of sales that have increased 
from £28-6 million to £118:3 million. Loan capital has risen 
Á1ro'i million and other borrowings by {11-3 million. The 
biggest shareholder as the result of the sale of wine and spirits 
interests is the Watney Mann brewery group with 39,153,542 
ordinary shares, some of which, it will be recalled, Watney 
Mann were prepared to yield in their takeover bid for Truman. 


Forecast 


The chairman, having been on the mark with his 1970-71 
forecast of results, ventures guarded forecasts not only for this 
year but beyond. Clearly, the rationalization programme was 
well planned and results from it are already encouraging. There 
are other factors moving the company's way. 

There seems to be a very definite upsurge in wine consump- 
tion in the home market and this could well be reinforced by 
ultimate conditions of trade within the Common Market. 
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Rising UK costs and wage increases have marginally slowed 
down. 

J. & B. Rare Scotch Whisky – a major contributor to profits – 
is expected to continue to increase its sales in the US and other 
world markets. The rate of increase in markets outside North 
America continues to outpace the steady growth in that particular 
market. 

Overseas subsidiaries are in good shape and summing up 
matters as they stand now Mr Berens says: ‘1972 profits are 
expected to be somewhat better than last year, and 1973 should 
start to show a more positive move forward, followed by yet 
· better years ahead.’ 


Hamilton Leasing 


TATEMENT of a company’s accounting system in its 

annual report currently being the pressure point from the 
Accounting Standards Steering Committee, it is interesting to 
see a private company, rather than a quoted one, providing the 
information required. The company is Hamilton Leasing, 
whose 1969-70 accounts were the subject of comment and 
reprint in these notes a year ago. 

The 1970-71 report and accounts are presented on the same 
informative basis, with the addition that the final page in the 
report is given over to a statement on the accounting system. 
It is as follows: 


ACCOUNTING SYSTEM 


Hamilton Leasing, since its inception in 1962, has apportioned 
income under leases and depreciation of leased assets by means 
of a mathematical formula. This system is known as the ‘Rule of 
78 or ‘Sum of the digits’ methods. 

In the month in which a lease is signed and subsequent months 
up to the date of completion, the lease value, i.e., total rentals 
receivable, is taken to profit by distributing it over the life of the 
agreement in proportion to the reducing balances outstanding. 

If it is assumed that on a one-year lease, rentals are receivable 
in 12 equal monthly instalments, then 12 instalments are out- 
.standing at the beginning of the agreement, 11 instalments are 
outstanding at the end of the first month, and so on. The total 
monthly instalments outstanding over the agreement will, 
therefore, be 78. The rental earned is considered to be 12/78ths 
of the lease value at the end of the first month, 23/78ths at the end 
of the second month, and so on. The same principles are applied 
to longer agreements by altering the fractions according to the 
number of months involved. 

It will be seen that although on average a lease will be signed in 
the middle of the month, a full month’s calculation on the ‘Rule 
of 78’ formula is taken to profit in that first month. The excess 
taken to profit covers initial expenses incurred to create and set 
up a lease up to the time the lease is signed. 

All leases cover a fixed period of time during which the cost of 
the equipment plus an add-on charge is recovered from the lessee. 
During this period the lessee cannot terminate the lease without 
making good any loss, including loss of profit to the lessor. 

Depreciation is provided on leased assets by applying the same 
*Rule of 78' formula to the cost of the asset. It is considered, how- 
ever, that an asset that completes its prime period has a residual 
value of 74 per cent and, therefore, the asset is depreciated by 
12/78ths of 92$ per cent of cost at the end of the first month, 
23/78ths of 924 per cent of cost at the end of the second month, 
and so on. 

Short-term rentals and secondary period rentals are taken to 
profit on a receivable basis as is the income from the sale and 
maintenance of vending machines. à 

Depreciation of fixed assets other than assets in their prime lease 
period is calculated as follows: 

Leasehold properties — Over the periods of tlie respective leases. 

Leased assets on secondary period — No depreciation is provided 
because experience has shown that on termination of the secondary 
репод net sale proceeds ‘of these assets exceed on average 73 per 
cent of original cost. Pee "m : 

Assets on short-term hire — 20 per cent per annum straight line. 
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Furniture and Fixtures — то per cent per annum straight line. 

Motor vehicles — 25 to 33$ per cent per annum straight line. 

For those who may not have heard of Hamilton Leasing, it is 
a company with a turnover of £8-66 million in the past year and 
pre-tax profits of £480,256, the 1969-70 comparable figures 
having been £6:43 million and £339,514. 

"The annual report is produced in much greater detail than the 
majority of private companies with the intention of providing 
maximum information in convenient form about the company 
aid its operations, especially for the benefit of financial institu- 
tions who may provide finance for the business. 

The full statement of the group's accounting system is part 
0? this policy of providing maximum information rather than 
any anticipation of the ASSC recommendation. 


New Team 


HE new management team in Charles Winn & Co, the 

Birmingham-based valve manufacturers, has certainly 
succeeded in pulling the company round. In 1969 Winn’s loss 
was of the order of £250,000 but since then the company has 
been completely reorganized with a strong financially-oriented 
beard of directors headed by an engineer, Mr Edward Lloyd. 
Day-to-day executive control of the company is in the hands 
of the managing director, Mr Brian Pepper, А.С.С.А., who is 
also responsible for the activities of the main trading sub- 
sidiary — Charles Winn (Valves). Also on the board is the sec- 
recary, Mr С. Е. Peters, F.c.a. 

In the year to last July pre-tax profits were doubled at 
£54,664 and dividend, with an intentionally conservative 7$ 
per cent, is resumed for the first time since 1968. The chairman 
re»orts that improvements in computerized stock control have 
helped to reduce stocks by £48,000 and the whole of a £100,000 
Bcard of Trade debenture has been repaid exactly to schedule 
over a 15-months' period. 

"The amalgamation of duplicated departments together with 
an. all round improvement of management and method is now 
bezinning to bear fruit’ and the policy of amalgamation of activi- 
ties is continuing. For the present, however, orders are hard to 
come by and there has been a decline in general demand, 

This year, in fact, could prove a considerable test of the new 
management's capabilities. : | 


Innovations 


О innovations have been made in the report and accounts ` 
of London & Strathclyde Trust this year. On one page 

there is a graph showing the comparative performance over the 
last ten years of the net asset value of the company’s ordinary 
shares, the Financial Times Industrial Ordinary Share Index, 
the Dow Jones Industrial Common Share Index. and the Dow 
Jones Iudex adjusted for the investment dollar premium. There 
are no prizes offered for guessing which line of the graph comes 
out on top in most of the ten years. I. 

Оп another page the 24 largest investments held at the end of 
the financial year are listed. These investments represent 25 
per cent of the total market value of the trust's investments. 
Thet value at the year-end .was 11,866,138, of which 
£11,248,667 applied to quoted investments and £617,471 to 
unquoted holdings. 1 . 

Cf the 24 major holdings, 12 are listed under United Kingdom 
and 12 under Overseas. British American Tobacco, which does 
the vast bulk of its business abroad, is in the United Kingdom 
list whereas Rio Tinto-Zinc Corporation, registered in the UK 
and doing the bulk of its business abroad is listed under Overseas 
along with Circle ‘K’ Corporation, IBM, Lowe’s Companies 
Inc, Ford, Genuine Parts Co and such-like. Drawing an invest- 
ment line between home and overseas is always a difficult 
business. 
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T is currently fashionable to accuse investors of all descriptions 

of failing to realize that there is a boom going on. The investor 

-who forsook equities in favour of gilts on a 9} per cent yield or 

debentures on ап тт per cent one, is not being praised for his 

“acumen but being berated as a ninny for not having already 
taken his profits and got back into equities in a big way. 

But at the same time that he is told there is a consumer boom 
gathering strength, he is also told that the recognizable indi- 
cations of a boom will not begin to show until next spring. 

< Not unnaturally the investor is more inclined to await the signs 
next spring than he is to buy now. 

The buyer wants to see expansion in demand clearing the 
stock pipelines and manufacturing industry beginning to 
replenish those pipelines before believing or recognizing that 
the boom is here to stay. 

In the interim, the buyer sees too many signs, not only in the 
UK but overseas as well, of recession rather than expansion. A 
cutback in Australian steel production, rising unemployment in 

c France and, above all, the failure of world powers to settle their 

currency difficulties are the kind of factors keeping buyers away. 

Ci It will take something more than a fair set of nine months’ 
figures from Unilever to tempt them back. 


* * * * 


NE of the more absurd exercises witnessed in the City 
recently was the attempt by certain unit trust slide-rule and 

chart analysts to convince members of the financial press that an 
entirely hypothetical investment operation could be repeated in 
fact. This exercise was supposed to provide background to and 
explanation of a certain unit trust being revamped as a trust with 
¿world-wide investment policy. The attempt was made to show 
what a brilliant performance could have been achieved in 
recent years by buying into one world stock-market after having 
sold out of another at a profit. What was overlooked, of course, 

. was that no one, least of all a unit trust, can continually sell at the 
' bottom and buy at the top and that no one, least of all a unit 
- trust, and indeed particularly a unit trust, can switch an entire 


RATES AND PRICES 


Closing prices, Tuesday, November 16th, 1971 


Tax Reserve Certificates: (29.9.71) Companies 33%; 
2% surrendered for cash; Personal 34% 


Bank Rate 
“Nov. 18, 1967 8% Mar. 5, 1970 74% 
Маг, 21,1968 74% April 15, 1970 795 
Sept.19, 1968 . e 7398 April 1, 1971 6% 
Feb. 27, 1969  .. . 8% Sept. 9, 1971 5% 
Finance House Base Rate - November tst, 1971. 53% 

Treasury Bills 
Sept. 10 £48633% Oct. 15 -. £46103% 
Sept. 17 £.4:80499 Oct. 22 .. £45723% 
Sept. 24 .. £4°7531% Oct. 29 .. £4°5610% 
Oct. 1 .. £47235% Nov. 5 - £45693 % 
Oct. 8 . £46763 % Nov. 12 £45480% 

Money Rates 

Day to day - 485% Bank Bills 

7days  .. -. 54-54% 2 months 43-42% 
Fine Trade Bills 3 months .. 42-44% 
3 months Ex 53% 4 months s 41-4175 
4 months e 54% 6 months .. 49-43% 


6. months ЊЕ 52% 
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portfolio lock, stock and barrel from one market to another: 

Suppose this trust attracts the massive investment following: 
that it certainly does not deserve? Could its managers switch 
£20 million or even £10 million of securities out of the German. 
market to the Japanese all at the top in one and all at th 
bottom in another? A remarkable part about this particular exer: 
cise was that while all kinds of hypothetical cases could.be ma 
for its launching and its continued existence, nobody on ће man- 
agement side seemed quite to know precisely what kind of tru 
it was. No, it wasn't an income trust, or a ‘Go-Go’ trust or an. 
out-and-out growth trust. It was a world trust, whatever t 
means, The unit trust industry is beginning to look decidedly 
tired. | 


* * * * 


HILE the unit trusts struggle against the equity odds, t 
purveyors of property bonds struggle against continuin, 
criticism not necessarily of their sales or marketing methods bu 
of the basis of property for a readily cashable investment. This 
of course, is an old argument іп new form. Banks and building 
societies operate on a relatively sparse liquidity margin simply 
because of the confidence factor. There is not going to be а. 
run on Barclays Bank or the Halifax Building Society, simph 
because the strength and standing of both institutions is entirel: 
accepted. 
Who, however, accepts the strength and standing of ar 
entirely new form of investment and an entirely new basis fo 
investment? Should government decision or committe 
recommendation, or even failure of management, undermi 
the position of property bonds, only roo per cent liquidity 
would be enough. Office blocks bought for £1 million ап 
valued at £2 million six months later because rents have bee 
doubled in two rooms are not readily turned into £2 millior 
cash at the bank. All this is accepted. What the critics of property 
bonds are really trying to get at is the calibre of the managemen 
of some property bond schemes. The law of libel being what it is 
critics have to nag away through generalities or in particulars 
which merely seem like splitting hairs to the investing public. 





Foreign Exchanges 

New York 2:4931 Frankfurt 833225... 
Montreal .. zs 2:5015 Milan 1528:00 77. 
Amsterdam 8:3220 Oslo I7'1278 
Brussels 115'90 Paris 13'7925. 
Сорепћареп 18-1525 Zurich 99559. 

Gilt-edged vue 
Consols 495 47% Funding 64% 85-87  .. 908. 
Consols 22% 294 Savings 3% 65-75 Oot — 
Conversion 34% 41} Treasury 9% 1994 ae TORR 
Conversion 54% 1974 .. 1001 Treasury 64% 1976-4. 102 o 
Conversion 6% 1972 . 10035 Treasury 34% 77-80 Зав 
Funding 34% 99-04 52i Treasury 34% 79-81. 84 
Funding 4% 60-90 971 Treasury 5% 86-89 — .. 76} 
Funding 34% 78-80 92: Treasury 54% о8-12 .. 693 
Funding 54% 82-84 92} Treasury 24% .. .. 29? 
Funding 5295 87-91 8:14 Victory 495 ee .. 975 
Funding 6% 1993 8oj War Loan 34% .. 41b 
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THE 


Accountants and the 
Industrial Relations Act 


Warning Comments at Coventry Dinner 


VERY firm of chartered accountants 

would be affected by the Industrial 
Relations Act and it was by no means 
going to be a ‘panacea’ for all the problems 
besetting British industry, said Mr M. 
Jukes, Q.c., Director-General of the 
Engineering Employers’ Federation, ad- 
dressing members of the Warwickshire 
Society of Chartered Accountants at their 
annual dinner in Coventry on Thursday 
of last week. 

Mr Jukes, who was proposing the toast 
of the Institute, said that the Act would 
certainly not solve industry’s problems, 
but it would make every director think 
very carefully of the people who worked 
for his company and the effect of his 
decisions. 

Among the effects would be the duty 
of financial directors to disclose informa- 
tion to their work people. “This would 
have to be presented in a way they could 
understand and in a way that would not 
be harmful to the company.’ They would 
also, he pointed out, not be able to refuse 
to allow a member of staff to join a union 
and some of the white collar unions 
were now going to ‘move in’ on the 
professions. 


Wider view 


Industrial relations, declared Mr Jukes, 
were beginning to impinge on every 
profession. There was a time when 
industrial relations were considered to be 
of no importance. Today, the shareholder 
was not the only person who mattered in 
a company. The people who worked for 
that company had rights and the people 
who ran it, including directors of finance, 
had got to think more widely of industrial 
relations. 

Responding, Mr C. Croxton-Smith, 
M.A., LL.B., F.C.A., Immediate Past Presi- 
dent of the Institute, said that some 
solution to Britain’s financial difficulties 
was a matter of great urgency. The 
Government had made it clear that it was 
going to encourage trade and industry to 
stand on its own feet. 

- This, he said, was a big change from 
the attitude of the previous Government 
under whom the retention of jobs, and 
participation in trade and industry, 
seemed to be a main concern. 


Competitiveness and the ability to earn 
profits had suddenly become the bare 
necessities of commercial existence. This 
presented a great challenge to members in 
industry and to those in practice who were 
concerned with the day-to-day work on 
behalf of their smaller clients. 

“The sudden jump in the rate of 
inflation’, continued Mr Croxton-Smith, 
‘had accentuated the cash flow problem 
and underlined another field in which 
members were deeply concerned — 
industrial conciliation, including the 
settlement of wages. The most urgent 
need in the United Kingdom and other 
countries was a period of stability in 
industrial relations. 


Lack of understanding 


Every industrial dispute, he said, added 
sooner rather than later to the unemploy- 
ment figures and to the reluctance of the 
public to provide the capital so urgently 
wanted by industry for research and 
development and new plant and machin- 
ery. 

‘Part of the cause of most disputes’, 
stated Mr Croxton-Smith, ‘was a lack 
of understanding of the facts in the case — 
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possibly by management as well as by 
workers — and among those facts must be 
figures of costs, output, wages, margin of 
profit and selling prices.' The true and 
fair presentation of those was the job of 
the accountant, he said, although the 
wording of some dispute settlements was 
becoming so complicated that few could 
understand them. 

Mr Croxton-Smith said that Britain 
would be presented with greater oppor- 
tunities of expansion and increases in the 
standard of living if the UK entered the 
European Economic Community, but if 
they were to grasp the opportunities, they 
needed to achieve a greater unity of 
effort and a far greater sense of urgency. 


An international profession 


The accountancy profession, he said, 
was as international as trade and com- 
глегсе, and it was important for them to 
maintain contact with accountancy bodies 
in other parts of the world. He suspected 
that international trading concerns would 
be thankful to have universally accepted 
methods of keeping and presenting 
accounts, and in Europe they may well 
find themselves in the near future under 
a common taxation and company law 
structure. 

A particular problem in the international 
sphere, said Mr Croxton-Smith, arose 
from the fact that members had for many 
years been practising in nearly every 
country in the world and providing 
services not only to local businessmen 
but also to subsidiaries of United 
Kingdom concerns. Attitudes were now 
changing and the freedom of members to 
practise and to provide services to their 
clients were being challenged. Every 





Mr К. Sankey, F.C.A., President of the Warwickshire Society of Chartered Accountants, centre, 
in conversation with Alderman R. Clews, Deputy Mayor of Coventry, /eft, and Mr C. Croxton- 
Smith, M.A., LL.B., F.C.A., Immediate Past President of the Institute. 
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effort was being made to resist curtail- 
ment of existing rights and to provide 
acceptance of the concept that account- 
ancy was an international profession. 
One step which would help to obtain 
recognition of that view of the profession, 
he went on, was to grant membership 
privileges to members of overseas bodies 
where the Council of the Institute was 
satisfied as to the standards of the bodies 


Meeting the Challenge of the Future | 


CCOUNTANTS were determined 
A to meet the challenge of the future 
with higher educational standards on 
- entry, Mr Arthur Н. Walton, F.c.a., 
President of The Institute of Chartered 

© Accountants in England and Wales, told 
the annual dinner of the Hull, East 
Yorkshire and Lincolnshire Society at 
Hull Guildhall last Friday. 

Mr Walton was responding to the 
toast of the Institute proposed by Mr 
James A. Hanson, Chairman of the 
Provincial Brokers Stock Exchange. 

He was glad to say they were now 
attracting very much higher educational 
standards in their articled clerk entry. 
Last year was a record in numbers and 
the percentage of those who were 
graduates or who had two or more ‘A’ 
levels was higher. 

Education, said Mr Walton, concerned 
the shaping of the future. In the round, 
it was the foundation for growth and 
development; it must be broad and liberal 
and it must encourage use of all our 
sciences in achieving the objective, he 
said. Education should help people apply 
this factual knowledge. Education was not 
only for today but for tomorrow, next 
year, the next decade. 

The Council was determined to meet 
this challenge of the future with high 
educational standards of entry recently 
approved by their members, and they 
wanted to provide better training for the 
coming generations. The Council hoped 
that the new Training Record would help 
both principals and articled clerks to 
establish some standards in order to check 
on the progress which they were making. 

In some provinces of Canada, said 
Mr Walton, there was power to visit the 
offices of members to see what type of 
“training they were giving to their future 
entrants. It was not proposed that there 
should be anything like that yet in this 
country — that was a long way away — 
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and where there was a case for granting 
such privileges. 

Referring to training, Mr Croxton- 
Smith said that training to become a 
chartered accountant offered one of the 
best bases from which to build a future 
career, whether that be in public practice, 
industry and commerce, or the public 
service. New proposals for broadening 
both the training and syllabus for all 


President's Remarks at Hull Dinner : 


but this was a world-wide concern. 

Emphasizing the need for and value of 
post-qualifying education, Mr Walton 
said there were those who thought the 
Institute was doing nothing about it at 
all, neither Council nor members. But 
he went on to remind members of the 
research work that was carried on; of the 
streams of recommendations which had 
been produced over the years in contra- 
distinction to many other bodies which 
had produced none at all; of the Practice 
Administration hand-books which were 
constantly under review; of the Manage- 
ment Information series, and of the 
courses run, which in 1972 were likely 
to attract some 5,000 of their members 
quite apart from those run at district 
society level; and of the books which had 
been inspired by the Institute. 


'Going places' in Europe 

In his view they were well equipped 
to play a greater part in Europe and they 
had been represented in UEC for some 
years. They had direct liaison with 
Canada, America, as well as with France, 
Germany, Holland, Belgium and Scan- 
dinavia. This was valuable and fruitful 
international liaison which he thought 
would continue to develop. They had got 
to regard trade with and within the 
countries of the Common Market just 
as they regarded trade in this country. 
It had to be commonplace and not an 
exception. 

In his travels about the country Mr 
Walton said he thought more and more, 
through the evidence of Chambers of 
Commerce, that industry was ‘going to 
go places in Europe’. There was a great 
eagerness to attract wider markets for 
products than one might gather from 
reading some reports in the press and 
from listening to some people. 

The Institute, he said, was second to 
none in its abilities to advise and help 









examinations should offer a training 
which had more relevance for those who 
did not intend to stay in practice. : 

Other speakers at the dinner were 
Mr К. Sankey, F.c.a., President of the 
Society, who presided, Alderman К. 
Clews, Deputy Mayor of Coventry, and 
Alderman С. S. N. Richards, СВЕ, 
LL.B., Leader of Coventry City Council 
and a solicitor of the Supreme Court. . 

















in matters financial. They already had | 
7,000 members overseas. They could | 
neither stand aside from the Common. 
Market, nor pass by on the other side. | 
It was in their self interest to be in it. It | 
was in the public interest that the | 
standards of the Institute and its mem- | 
bers, in integrity and expertise, should . 
be accepted within this larger framework | 
and he looked forward to this develop 
ment over the ensuing months. 

















Search for true values 
Proposing the toast, Mr Hanson s 
that in his researches on the Institute 
had found one assertion which wa 
impressive. It was that, ‘opinions are 
things we hold, principles are the thing 
which hold us’. F 

Mr Hanson said the accountant 
searching for true values. When talkin 
of true values, said Mr Hanson, h 
meant it sincerely because the accountant 
was always trying to establish what is the | 
truth. They were translating cost абе 
counts into pounds of purchasing power. 

Like the President, he said ће was: 
interested in education and he had found 
the standard of their examinations always 
extremely high. But there was a danger 
that this could become a restrictive 
hazard rather than a test of ability. 

Mr Edgar С. Chadwick, F.c.a., Presi- 
dent of the Society, who proposed the 
toast to the guests, said the Society was. 
entertaining about so official guests 
representing most aspects of public, 
commercial, professional and business. 
life in the city and its environments, as. 
well as nine or ten presidents of district. 
societies or branches from all parts of the: 
country. The Society valued their pre- 
sence and bade them welcome. Mr Ј. 
Ronald Dufton, F.s.v.a., Chairman of the: 
East Yorkshire Branch of the IncBr- 
porated Society of Valuers and 
Auctioneers, responded. С 
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London Students’ Visit to United States 


Following their fortnight's visit last month to the University of Hartford, Connecticut, where they represented the 
London Chartered Accountant Students’ Society under the exchange programme between London and Hartford, 
Kevin Lennon, Chairman of London CASS, and Peter Child, B.A.(Econ.), a member of the Society, describe below 
their impressions of the American accounting scene. 
It will be recalled that, as previously mentioned under 'Roundabout', Professor B. Goodman, M.B.A., C.P.A., Chairman 
of the Department of Accounting at Hartford, conceived the idea of an exchange of UK and American accounting 
students during his visit to this country last March. Two American students will be coming to England in the new year. 


Kevin Lennon on CPA Training 


URING our visit, opportunities for 

assessing the present training and 
educational requirements for the pros- 
spective certified public accountant were 
adequate and considerable time was 
spent investigating the career prospects 
of the successful candidates in practice, 
industry and government. The structure, 
problems and future of the various 
governing bodies were also given close 
scrutiny. 

The entire project pivoted around the 
Department of Accounting at the Uni- 
versity of Hartford. It is impossible to 
express adequately the gratitude due to 
Professor Goodman who conceived and 
managed this visit and to his staff and 
students who helped to make it so 
rewarding. 

'The highlight of our tour was a visit 
to the American Institute of Certified 
Public Accountants, in New York. There 
we met Mr Daniel L. Sweeney, PH.D., 
С.Р.А., Director of Examinations and 
Education; Mr Norman N. Nestler, 
Manager, International Relations, and 
Mr David H. Lanman, Jr, Director, 
Professional Relations. Another mem- 
orable occasion was the Hartford Тах 
Institute's two-day conference at which 
I had the privilege of speaking when the 
presentation of the Institute's award for 
1971 was made to Mr Edwin S. Cohen, 
Assistant Secretary of State for 'l'ax 
Policy. 


Accounting education 


The University of Hartford is a private 
college where those students reading 
accountancy spend four years. In the 
first two years, they devote 50 per cent 
of their time to arts subjects, the final 
two years being devoted exclusively to 
accounting and related business topics. 
With classes averaging 20 students, 
maximum use is made of discussion 
between the students during 50 minute 
lecture periods, the lecturer acting mainly 


as a catalyst, referee and judge. It was 
of interest to note that students were 
never slow to be critical if a lecturer 
deviated from a 'university approach' in 
teaching. Students work hard and either 
written or extensive reading work were 
essential for each class. I was impressed 
both by the high level of teaching and 
learning. 

An interesting aspect of Hartford's 
education is the ‘internship’ programme. 
This project encourages students in their 
final year to spend three months in the 
offices of a practising public accountant. It 
was used, but certainly not widely enough. 

It is as well that the students have an 
opportunity to study arts subjects in 
their first two years as the pattern of 
study and constant examinations in the 
last two could well distort the objective 
of a university education. Quite a number 
of students now feel they must do a 
master's degree (which may soon be 





compulsory). This is a development 
covering the broad spectrum of US 
university education and arises from a 
feeling that degree education has been 
devalued, due to its availability to the 
community at large and to the economic 
situation in which many graduates do not 
find job satisfaction, or even jobs — 
shades of the present UK situation! 


Examinations 


The American Institute concerns itself 
with two types of examination: orientation 
and achievement tests, and the uniform 
CPA examination. The first of these takes 
place while the student is at college or 
university. The orientation test is sat 
by the student in his first year and is 
a test as to his suitability as an account- 
ing major. The achievement test has two 
stages which are attempted in the pen- 
ultimate and final year, respectively, and 
are regarded by students as a major test. 

The uniform CPA examination is the 
test sat by all American accountancy 
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Kevin Lennon addresses the Hartford Tax Institute's two-day conference on the occasion of 
the presentation of the Institute's award for 1971 to Mr Edwin S. Cohen, Assistant Secretary 
of State for Tax Policy (seated, left). Professor B. Goodman, Chairman of the Department of 


Accounting at Hartford, is on the right. 
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students and consists of five papers — 
accounting practice, parts I and П; 
auditing; business (commercial) law, 
- and accounting theory. "This examination 
may be sat at any time after graduation 
and more recently in some areas even 
before graduation. It is a difficult test — 
the percentage of those passing at their 
first attempt averages a mere 10 per cent. 

Thesystem for marking papers deserves 
mention. The American Institute's book- 
let Information for CPA Candidates is 
devoted exclusively to explaining the 
purpose, compilation, marking, etc., of 
this examination. Among a wealth of 
interesting detail is a statement re- 
vealing that a grade of 75 is required to 
pass a paper. There exists an Advisory 
Grading Service whose objective is to 
grade candidates’ papers fairly and uni- 
formly. This is achieved by a complex 
statistical process and a remarkable 
element of it is that a marginal candidate 
on the first grading has his paper scruti- 
“nized three more times in an effort to 
give him a pass. Furthermore, each 
examiner evaluates only one particular 
question on each paper, thus becoming 
familiar with this one aspect. 


Practical experience 


There is no parallel in the US to our 
system of articles at present; most states 
require a CPA candidate seeking ad- 
mission to have had two years’ practical 
experience if a graduate, or one year if a 
‘master’. This may be in a public ac- 
countant's office or in government service. 
The programme of internship mentioned 
earlier does not count in this require- 
ment. The graduate commences at a 
good salary with rapid progressions. 
In practice, there are two choices ~ 
either one of the large national/inter- 
national firms or the rest. There is 
intense competition to obtain a position 
in large firms — the advantages of pro- 
grammed training, rapid promotion and 
a good future being the lure. These firms 
choose carefully, selecting the ‘top of the 
class' graduates. Failure to be chosen can 
also mark the dividing line for the 
student's whole future. This is a general- 
ization but there can be no doubt that 
га two-tier profession is emerging, with 
‘the elite and the others falling into 
distinct and recognizable categories. As 
in the UK, many CPAs go into com- 
merce and industry (about 8o per cent) 
after a period in a CPA’s office. 

The whole question of a practical 
experience requirement is now in the 
melting pot in the US — but in a micro- 
wave oven compared to our dilemma 
being fired by a camping stove! The 
Committee on Education and Experience 
Requirements for CPAs in its report in 
1969 recommended among other things 
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that the American Institute must regard 
experience and not an experience require- 
ment as being their objective. Since it is 
impossible to monitor or set standards for 
such a requirement it resolved: ‘At least 
five years are needed to obtain the com- 
mon body of knowledge for CPAs 
and should be the education require- 
ment. For those who meet this standard 
no qualifying experience should be 
required’. 


Role of the Institute 


The most important visit of my trip — 
that to the New York headquarters 
of the American Institute — left me with 
a feeling of respect tinged with envy. 
With a membership of 74,000, the 
following facts are interesting. Its budget 
for 1971—72 is $11 million, and its 
revenue is derived from membership 
subs (33 per cent), revenue-producing 
programmes (60 per cent), and account- 
ing and research association (7 per cent). 
It has over 250 council members, 113 
committees and a computer housed in 
its offices on Fifth Avenue. 

Yet, in spite of its progress it, too, 
has problems. Rivalry with the state 
boards of accountancy is one of the main 
difficulties. Whatever happens the In- 
stitute must have the mandate to speak 
for all CPAs and to guide progress on a 
national basis with national backing. 
My admiration springs from its desire 
to be objective and to build now for the 
future, not to preserve past ideals for a 
future that may spurn them. 





Progressive ideas 


The Institute's role in education is. 
interesting. It concerns itself with the 
knowledge to be required and the abilities: 
to be developed through formal education. 
for professional accounting, but it has. 
wisely left the specialized task, not only: 
of education but also of approving col- 
leges and universities, in the hands of the 
academic bodies. : 
Some other progressive ideas have been 
emerging. Postgraduate study  (ie., 
master's degree) in accountancy to be a 
requirement for the CPA certificate as 
soon as it is practicable (16 per cent of. 
candidates in May 1970 were in this. 
category). CPAs requiring a renewal of | 
permit to practise, or re-registration, | 
must provide evidence that they are. 
continuing their professional education, 
Le., a minimum of 120 class hours of. 
formal programmes in the three years | 
immediately preceding registration; and. 
25 per cent of the Institute's $11 million | 
budget is spent on education, 85 per 
cent of which assists members in dis- | 
charging their commitment to continuing | 
professional development. E 
The influence of the older members. 
with less progressive attitudes is still 
felt in the Institute but with the election” 
procedure ensuring that no member сап. 
sit for more than six consecutive years, | 
and operating as the Institute does in a | 
competitive environment, the future of 
the CPA in the States is entrusted to à | 
body well capable of progressive action, 
ensuring the continuing eminence of the | 
CPA in the years to come. : 














Peter Child on Life at Hartford 


OST states require a college degree 
as a prerequisite for taking the certi- 
fied public accountant examination and 
this will soon be true in every state. Every 
American CPA will therefore spend four 
years at a university studying accounting 
theory, cost accounting, auditing and 
other subjects related to business and 
commercial life. At Hartford he will also 
spend a considerable amount of time 
learning about computer systems and 
their applications. In addition, certain 
courses in ‘liberal arts and science sub- 
jects’ must be taken, and there is also a 
two-year master’s degree for graduates 
which requires proficiency in economics, 
mathematics, statistics. Theoretically, the 
graduate will have received an education 
which has broadened his experience and 
prepared him for the practical work of a 
CPA. 
At Hartford this system appeared to 
work well. Most students said that they 


found the courses interesting and the - 
classes maintained a high standard. There | 
is little direct lecturing for an entire 50- | 
minute period as one finds at an English _ 
university. Discussion is encouraged at | 
all times and questions are frequently | 
asked by the lecturer. | 
The system resembled school rather | 
than university in the UK. A тоо percent _ 
attendance is almost obligatory unless . 
good cause for absence can be found; 
tests are held frequently and the'student. 
had considerable amounts of set work — 
('homework' as it was called). P 
Unlike our system, the USA has private 
as well as national universities. Naturally, | 
the better academic facilities are generally _ 
found at a private university where classes. - 
are small and the staff can guide the | 
individual needs of a student. Hartford 
is a private university and so it is im- < 
possible to say whether the excellent 
standard of accountancy education there 














ds maintained by state universities. There- 
fore, in the context of this particular 
university, the student and his future 
firm appear to be benefiting from the 
accountancy degree. 
о In other respects the university was 
similar to an English campus university. 
The campus itself was beautifully con- 
structed and possessed all the usual 
sporting facilities and extra-mural activi- 
ties. The majority of students come from 
wealthy backgrounds and own cars. 
"About 5 per cent of the students live at 
home, the remainder being split — half 
jn town flats and half in campus halls of 
residence. The state drinking age is 21, 
“go once the evening cafeteria meal has 
been served, campus life is generally 
quiet. The university year is divided 
into two fifteen-week semesters and the 
accountancy degree students are examined 
three times per semester in each sub- 
ject. 
("The second basic difference between 
ће USA and the UK is that there is no 
“system of articles. The majority of 
Hartford students expressed the desire 
to qualify as a CPA and to achieve this 
goal they would seek employment with 
са firm of public accountants, either 
nationally or locally. The amount of 
| practical experience required varies from 
.State to state, but two years is usually 
required by the American Institute 
"before a licence to practise can be ob- 
tained. 
.. It was encouraging to note that nearly 
all the students at Hartford seemed aware 
of their undertakings. Few seemed to be 
„studying accountancy because of parental 
"pressure or from lack of desire for any 
other employment. However, no one 
"expressed a passion to stay within the 
.profession on qualifying and, as in the 
"UK, many considered the qualification 
as а stepping stone to higher things, e.g., 
“managerial positions in industry. 
5S. Unlike UK articled clerks, there were 
"по complaints about poor wages or slave- 
‘labour. The national CPA firms аге 
paying $10,000 p.a. to graduates and 
those students with master's degrees can 
expect $12,000 p.a. The salary increases 
гає a more reasonable speed than in the 
UK; there is no huge leap on qualifying 
гав a CPA and about $16,000 p.a. is to be 
anticipated after two years. Local firms 
do not pay so highly but wages are 
reasonable and, in fact, many students 
at Hartford could not believe the UK's 
“salaries for articled clerks. The cost-of- 
living differential must, of course, be 
discounted. 

The system of graduate entry undoubt- 
edly prepares the accountancy student for 
hts practical experience. The system at 
Hartford does not cram the student full 
of accountancy knowledge but he should 








be of use to his firm from the beginning 
of his employment and partners in 
Hartford offices confirmed this. 

The visit to Hartford was therefore 
enlightening in several ways. Generally, 
the student seemed pleased with his 
courses of education and he had time to 
reflect on whether accountancy was suited 
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to him. The students were given the 
opportunity to study advanced tech- 
niques in all accountancy fields and it was 
good to see all students receive the 
benefit of oral tuition, although Hartford 
may be very different in approach from a 
state university, where there may be as 
many as 200 in a class. 


The Institute's Problems 


by BILL DORMAN, Chairman, ACASS Education Board 


HE article by 'Prognosticator' under 

the heading 'Let's Have the Necessary 
Courage’ (‘Roundabout’, October 28th) 
was refreshing in that it made construc- 
tive as well as destructive comment on the 
Institute’s education and training pro- 
posals, It must be considered seriously 
because it was obviously written by one 
with a deep knowledge of Institute 
problems. I set out below my own think- 
ing on some of the most interesting 
points raised. 


Graduate entry and degree 
courses 


I agree that the Institute should an- 
nounce its intentions to become a graduate 
profession; if it is to remain a respected 
body, its members must be seen to be 
not only numerate and articulate but also 
intellectually sophisticated. 

‘Prognosticator’ believes that the Insti- 
tute must attract those who have followed 
an accounting degree course. This appears 
highly commendable in that the Institute 
should see that accounting is not only 
recognized as a worthy discipline, but 
degree courses of sufficient quality are 
instigated. 

This will have three most valuable 
effects: firstly, the creation of a signi- 
ficant number of chartered accountants 
trained in, for instance, modern quanti- 
tative techniques and with knowledge of 
standards that practitioners should meet; 
secondly, the intensification of research 
into accounting theory, and its consequent 
dissemination to practice via graduates; 
thirdly, the provision of a greater number 
of highly expert and specialized teachers 
who have followed higher degrees ~ a 
class almost non-existent today. The 
value of these three points must not be 
underestimated; they are cornerstones to 
the Institute of 1980. 

I am, however, strongly in favour of 
encouraging the widest possible base of 
graduates to what is, after all, a profession 
wider in its practical applications than 


almost any other. To be a healthy and 
valuable body, the Institute needs students 
who have read, for example, physics, 
mathematics, law, or Japanese, just as 
much as it needs those who have read 
accounting. Otherwise what is the mean- 
ing of ‘foundation education’? 

The Institute lays insufficient stress in 
its proposals on the problems of intro- 
ducing such students to accountancy. 
The short ‘conversion’ courses may be 
quite inadequate in only a few years. 

‘Prognosticator’ believes that graduates 
of accountancy and similar disciplines 
should have more exemptions from 
Institute examinations and a six months’ 
reduction in service over other graduates. 
I should oppose such a proposal if it 
would lead to an unduly high proportion 
of accounting graduates. I believe, how- 
ever, this would not be the result, for 
two reasons. One is that there simply is 
not a sufficient number of places on 
accounting degree courses, and the other 
the high, if possibly short-term, graduate 
unemployment level. 


Accept the challenge 


I would, therefore, make the point that 
the time is now right to accept the 
challenge and implement 'Prognosti- 
cator’s’ views ~ let's have further exemp- 
tions from examinations for accounting 
graduates. It would be even better, 
however, if, instead of a six-months' 
reduction in service for accounting 
graduates, non-accounting graduates had 
to follow an intensive conversion course 
of, say, three, six or even nine months. 
The Institute should at least attempt to 
seek the provision of such courses within 
the university or polytechnic framework. 


Testing professional competence 


I think that the Institute generally 
realizes that an examination of the 
examiners and their system is greatly 
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overdue. ‘Prognosticator’ is right to 
emphasize that present examinations test 
little – I have always felt that all they test 
is the ability to pass Institute examina- 
tions. 

I agree that the tests of professional 
competence should include a scrutiny of 
the applicant’s training record, a thesis, 
and application of theory to a case study. 
Interviews of the candidate, whilst most 
desirable, would also be highly expensive; 
they could, perhaps, be restricted to 
marginal candidates. At such interviews, 
if thought appropriate, the applicant’s 
employer could attend to expand verbally 
the training record data. 


Thought required 


Written examinations will probably be 
with us until the above are sufficiently 
tried and tested. If the Institute is sincere 
that examinations should test principles 
and understanding, I fail to see why it 
does not issue, for instance, copies of the 
Companies Act and appropriate Finance 
Acts, together with schedules of tax 
allowances, in the examination room. 
Perhaps the present examiners or modera- 
tors are incapable of devising questions 
which demand thought on the part of 
those sitting examinations! 

The Institute must speedily give a far 
more detailed indication of its intentions 
on these and their other proposals if 
tutors, students, employers and univer- 
sities are to have any confidence in its 
intentions. 


STUDENTS' HANDBOOK 


Tue Chartered Accountant Students’ 
Society of London has issued a booklet 
of information for newly articled clerks. 
The booklet contains information on 
studying for professional examinations, 
life in a professional firm, the Society’s 
aims and activities and a full explanation 
of how student societies work for the 
benefit of their members. 

The London Society has developed 
the booklet in co-operation with ACASS 
because they feel the information avail- 
able to a prospective articled clerk is 
insufficient: what there is they feel is 
incomplete and may in some cases be 
misleading. 

A draft leaflet for use at interviews with 
prospective principals is an appendix 
to the booklet. This reminds the applicant 
to ask questions about such things as 
study arrangements, salary and bonus 
conditions, the type of work covered 
within the firm and the opportunities 
after qualifying. 

The Institute of Chartered Account- 
ants in England and Wales has been 
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approached and it is hoped they will agree 
to distribute the booklet with their own 
information to a prospective clerk. An 
extension of the use of the booklet is also 
proposed for colleges, schools and univer- 
sities, where careers masters and appoint- 
ments officers may find it helpful when 
advising on accountancy as a career. 
The original idea for the booklet came 
from Peter Mulvey, a member of the 
Society’s Committee, and has been 
developed with support from Bob Carter, 
of the ACASS Executive. It is intended 
that the bookleť will be extended to 
cover the whole country in due course, 
with local knowledge written in to 
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supplement the general background infor- 
mation. 


BEER AND SKITTLES AT EXETER 


A SKITTLES match between Exeter Char- 
tered Accountant Students and Exeter 
University Finance Department held 
recently resulted in a win for the students 
by two points. 

However, a member of the University 
team evened things up later by winning 
the ‘killer’ match, so a good time was had 
by all. The general enjoyment was, of 
course, enhanced by a liberal supply of 
refreshments — including liquid! 


LONDON COMPUTERIZES ITS RECORDS 


At the end of October, the London CASS 
computer system, providing selective 
mailing of members integrated with 
subscription collection (Roundabout, 
July 22nd), commenced full operation, 
on time and within the specified 
budget. 

The system was investigated and 
planned over the course of six months, 
during which time the Management 
Dynamics SCRIBE system was selected 
to process the Society’s information 
requirements. SCRIBE handles sub- 
scription accounting, membership records 
including statistical analysis, and mailing. 

The change-over from manual to 
computer working took two months and 





was unique in that the clerical work was 
carried out by the Society’s members at 
virtually no cost to the Society, during 
both office hours due to the co-operation 
of many London firms who released 
staff for the purpose, and evenings and 
weekends. A further month was spent 
checking that the conversion was satis- 
factory in time for the change-over to be 
completed on time. 

Preliminary estimates indicate that the 
total conversion cost to London’s 11,000 
members was approximately {£1,300 — 
well under the £2,000 original budget. 
The running costs of the system, it is 
claimed, will be lower than for the pre- 
vious manual system. 


Sis dm. $ 
Studying the benefits of London’s new computer system, /еѓ to right: Mr Stephen С. Р. Parry, 
M.A., A.C.A., Immediate Past Chairman of London CASS ; Peter de Winton, A.C.A., a member 
of the Society's committee; Mr G. R. Brooks, group marketing director of The Management 
Dynamics Group, and Mr T. R. O'Sullivan, sales consultant of Management Dynamics 
Computer Service Bureaux. 














In Parliament 











Companies: Inefficient 

E Management 

Мг Cronin asked the Secretary of State 
for Trade and Industry if he will intro- 
duce legislation to enable him to improve 
the management of large companies 
| Where there is, without adequate reason, 
continuing evidence of inefficiency, such 
as poor return on capital employed, 
failure to expand under favourable con- 
ditions for expansion, inadequate export 
record or reduction of production causing 
| large-scale redundancy. 

Мг Jonn Davies: No Sir; we consider 
that management is best improved by 
vigorous competition. 

Ме Cronin: Bearing in mind the 
number of large companies which have 
.gone into liquidation in recent years and 
the number which аге still managed with 
obvious inefficiency, would not it help 
if the Government were in a position to 
intervene in good time, in the interests of 
the national economy? 

Мг Davies: No, Sir. I do not think 
that the Government would be the best 
party to intervene in that way. I should 
like to feel that every encouragement was 
given to shareholders to take a more 
active part in. monitoring the perform- 
ances of their own managements. 

Hansard, October 25th, 1971. Oral 
answers, col. 1220. 











Value Added Tax 


"Mr Sxeer asked the Chancellor of the 
Exchequer what plans he has to prevent 
the upward movement of prices following 
the introduction of value added tax 
through firms taking the opportunity to 
improve their profit margin. 

Mr HiGGiNs: I am not convinced that 
such plans are necessary. In any case 
the effect on prices will depend on the 
‘Yates, scope and coverage of the value 
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added tax which have not yet been 
decided; and the abolition of purchase 
tax and SET. 

Hansard, October 28th, 1971. Written 
answers, col. 439. 


Metrication 


Mr SPEARING asked the Prime Minister 
if he will publish in the Official Report 
proposals of the Government for adopt- 
ing metric standards of weight, volume, 
distance, and speed for everyday pur- 
poses, stating, for each proposal, the 
dates fixed for their introduction together 
with details of any Act or Regulation 
concerned and any power now possessed 
by Parliament to change or negative any 
of these proposals. 

Sir J. Epen: I have been asked to 
reply. The use of metric standards of 
weight, volume, and length, and by 
implication of speed, is permitted under 
the Weights and Measures Act 1963 in 
all cases except where а requirement to 
use specified imperial measures is im- 
posed by law. As the hon. Member 
knows I am proposing to publish a 
White Paper on metrication. I should not 
wish to anticipate any reference which it 
might contain to future legislative pro- 
posals. 

Hansard, November sth, 1971. Written 
answers, col. 44. 


Supplementary Benefit: 
Part-time Workers 


Mr Scort-Hopkins asked the Secretary 
of State of Social Services whether he 
will change the system of calculating 
supplementary benefit payable to un- 
employed persons who engage in part- 
time paid occupation. 

Mr Dean: I assume that my hon. 
friend is referring to the rule whereby 
the first £1 a week of any part-time 
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earnings is disregarded. My right hon. 
friend has no proposals for altering it 
at present. 

Mr Scorr-Hopxins: Will my hon. 
friend take into account the fact that 
there is a great deal of abuse through 
people drawing supplementary benefit 
when they are receiving cash payments 
for part-time work? Will he look into 
this abuse and see that his investigation 
team tightens up the regulations and the 
operation of the system? 

Mr Dean: There is a committee look- 
ing at the abuse, but I am sure my hon. 
friend will realize that this is largely a 
question of priorities. 

Hansard, November oth, 1971. Oral 
answers, col. 814. 


Travel to Work: Tax Relief 


Mr STANBROOK asked the Chancellor of 
the Exchequer whether he will consider 
taking steps to allow tax relief to persons 
obliged to incur expense in travelling 
regularly to their places of employment. 

Mr Parrick Jenkin: No. While I have 
much sympathy for those who face high 
costs in getting to work, I am afraid that 
I could not justify giving a tax allowance 
for this item of personal spending. 

Hansard, November oth, 1971. Written 
answers, col. 116. 


Ministers: Tax-free Emoluments 


Mr ARTHUR Lewis asked the Chancellor 
of the Exchequer whether he is aware 
that when the ordinary taxpayer has to 
live in premises supplied by his employer 
due to the nature of his employment, 
such as civic building caretakers, office 
keepers, etc., the estimated emolument 
is taxed for income tax purposes; and 
whether he will introduce this system so 
far as Ministers of the Crown and their 
use of Government supplied homes are 
concerned. 

Mr ParRICK JENKIN: In general where 
an employee is required for the proper 
performance of his duties to live in 
accommodation provided for him by his 
employer he ranks for tax purposes as a 
representative occupier of the accom- 
modation and is not taxable on its value. 
Ministers of the Crown are dealt with 
under the same rule. 

Hansard, November gth, 1971. Written 
answers, col. 119. 
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Notes 


and 
Notices 





PROFESSIONAL NOTICES 


DzLorrrg, Haskins & SELLS S. A., 
Madrid Office, announce that from 
November 15, their address will be 
Orense 2, Madrid-20. 


FRYER WHITEHILL & Co, Chartered 
Accountants, of London, Birmingham, 
Reading and Cheltenham, and DICKINSON, 
KEIGHLEY & Co, Chartered Accountants, 
of Bradford and Huddersfield, announce 
that they have formed a joint firm under 
the name of FRYER WHITEHILL DICKINSON 
KEIGHLEY & Co, which will have offices 
in London and Bradford. The partners 
in the new firm are Messrs J. 
SMURTHWAITE, F.C.A., H. B. BUTTERWORTH, 
A.C.A., A. J. HRD, Fic.a., and R&D. 
SOUTH, A.C.A. 


APPOINTMENTS 


Mr Ray Gardiner, ВА. AGCA, 
A.C.W.A., has been appointed group 
financial director of the L. S. Dixon 
Group. 


Mr J. I. Smith, r.c.a., chief accountant 
of International Stores, has been ap- 
pointed a director of the company. 





Mr. P. G. K. Wilson 


Mr. J. 1. Smith 


Mr Peter G. K. Wilson, A.C.A., has 
been appointed a director of Lloyd 
Executive Selection. He will be res- 
ponsible for the accountancy and finance 
division in place of Mr G. R. Rawes, 
A.C.A., who has resigned. 
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Mr R. 5. Moore, F.c.a., has been 
appointed an executive director of Dowty 
Group Services. 


INLAND REVENUE 
PUBLICATIONS 


The following Inland Revenue Publica- 
tions — Paying Tax for the First Time, 
Income Tax and the Elderly and Personal 
Allowances — have been revised to include 
the provisions of the Finance Act 1971 
and are now obtainable, free of charge, 
from the offices of HM Inspectors of 
Taxes. 


INVISIBLE EXPORTS 


Accountancy forms a major contribution 
to Britain’s invisible exports. A special 
department has been established by the 
Department of Trade and Industry to 
help Britain’s invisible exporters increase 
their overseas earnings by access to 
official information and advisory services. 

These services are outlined in a leaflet 
published by the Committee on Invisible 
Exports and prepared in co-operation 
with the DTI. 


SCOTTISH MANAGEMENT 
GAME 


After its successful inauguration in 1970, 
The Scotsman is repeating the Scottish 
Management Game which is open to 
companies from all over Britain. Last 
year over 160 teams took part, ranging 
from small, highly-specialized companies 
to giant combines and  nationalized 
undertakings. 

The game will be played on a GE 430 
computer in Edinburgh which will 
process the information relating to 

ecisions from the individual teams 
and produce the results determining the 
winners of each section of the game, and 
the individual over-all winners. 

At the end of May, the winning team 
will fly from Prestwick to spend one 
week in Canada where arrangements have 
been made for team members to meet 
leading Canadian industrialists and to 
visit various centres throughout Canada. 

Full details may be obtained from 
Scottish Management Game, The 
Scotsman, North Bridge, Edinburgh EH: 
INI 


GROUP ACCOUNTS 
Under the direction of Mr W. B. I. 


Jamieson, F.C.A., a residential course on 
‘Group accounts and their audit’ is to 
be held by The Institute of Chartered 
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Accountants in England and Wales at 
the Hotel Metropole, Brighton, from 
December 13th-15th. As the course is 
intended for members both in industry 
and practice who are concerned with the 
various aspects of group accounts, ses- 
sions (followed by case studies and 
syndicate discussions) will be devoted to 
the organization and preparation of a 
large group consolidation as viewed by 
the group auditors and by companies 
of the group. 

Speakers will include Mr J. Ballantine, 
Е.С.А., of the Thomas Tilling Group, Мг 
R. К. Briscoe, M.A., Е.С.А., of Mann 
Judd & Co, and Mr A. S. Ridler, r.c.A., 
of Pannell Fitzpatrick & Co. 

Fee for the course is £60, including 
accommodation and meals, and applica- 
tions to attend should be made to The 
Institute of Chartered Accountants in 
England and Wales, Chartered Account- 
ants’ Hall, Moorgate Place, London 
EC2R 6EQ. 


VAT CONFERENCE IN 
LONDON AND MANCHESTER 
Practical Guide to the Proposals 


Following this month's joint conference 
on management responsibility (The Ac- 
countant, October 21st), The Institute 
of Chartered Accountants in England and 
Wales and the British Institute of 
Management will be co-sponsoring a 
further conference — this time on value 
added tax — at Chartered Accountants’ 
Hall in London on January 11th, and at 
the Midland Hotel, Manchester, the 
following day, January 12th. 

These conferences will provide an 
essentially practical guide to the pro- 
posals of the VAT Bill due to be published 
during the next few weeks, and will be 
aimed at directors and senior executives 
who are concerned with the effect of VAT 
on the general operation of their com- 
panies; together with financial managers 
and accountants in practice or industry and 
commerce. They will include a review of 
the effects of the tax within the Common 
Market countries, and of the docu- 
mentation and accountancy problems 
which are anticipated. 

The conference chairman will be Sir 
Basil Smallpeice, К.С.Ү.О., B.COM., F.C.A., 
J.DIP.M.A., chairman of the BIM Council 
and a former Council member of the 
English Institute, who will lead a team 
of distinguished speakers with practical 
experience of taxation problems both in 
the United Kingdom and within the 
European continent. Application forms 
are now available from The Institute of 
Chartered Accountants in England and 
Wales, Chartered Accountants’ Hall, 
London EC2R 6EQ. 

















VALUE ADDED TAX 


А one-day course on ‘Value added tax’ to 
Бе held by the South Essex Society of 
Chartered. Accountants on November 
25th at Nan’s Pantry, 772 Eastern 
Avenue, Newbury Park, is intended to 
‘aver the requirements necessary when 
T is. introduced in the United 
ngdom, and to deal with the planning 
necessary by all types of businesses. 
ansitional provisions will be discussed, 
nd the general workings of the tax as 
envisaged by the Government in the 
УАТ Bill will be presented. Accounting 
problems and methods for their solution 
: Will also form the basis for discussion. 

с Speakers will be Mr W. В. Packer, 
OMA, FECA, tax manager, Touche 
Ross & Co, and Mr Раш W. de Voil, 
_B.A., solicitor, company tax department, 
- Baker, Sutton & Co. Fee for the course is 
8 to include documentation, lunch and 
refreshments (students £6) and full 
_ details may be obtained from Mr D. E. 
ady, F.C.A., 1874 South Street, Rom- 
ford, Essex КМ: 1QD. 












| ROTHERHAM DINNER 


informal dinner is to be held on 
November 3oth at the Brecon Hotel, 
Rotherham, at 7.30 p.m. for 8 p.m., when 
е President of the Sheffield and District 
‘Society, Mr P. W. Allott, B.A., F.C.A., 
looks forward to the opportunity of 
‘meeting the Rotherham members. 

The cost of the dinner will be {1-40 
and those wishing to attend should 
contact Mr D. К. Branson, B.A., F.C.A., 
. Hart, Moss, Copley & Co, 37 Moorgate 
Road, Rotherham. 


BARBICAN TAX GROUP 


"ће next meeting of the Barbican Тах 
Group of the London and District 
Society of Chartered Accountants will be 
held on December 2nd at Chartered 
Accountants' Hall, London, commencing 
at 6 p.m. The subject for discussion will 
Бе ‘Double taxation relief". 
Further details about the Group may 
:be-obtained from Mr А. A. Forwood, 
A.C.A, Chalmers, Impey & Co, 6 St 


SOUTH ESSEX COURSE ОМ 





Wall, London ECzY 5DQ. 


ECONOMIC SURVEYS 


Three further booklets in the series of 
annual economic surveys of developments 


Alphage House, 2 Fore Street, London 





and prospects in member countries of the 
Organization: for Economic Co-operation 
and. Development have. recently. been 
issued covering Belgium-Luxembourg 
Economic Union, Germany and Denmark. 
Copies of the booklets are. obtainable 
from HMSO, price 27р. | ; 





COURSES AND 


Accounting Thought and Practice 


‘Developments in accounting thought 
and practice’ is the title of a two-day 
seminar to be held at Clarendon Court 
Hotel, London Wọ, from November 29th- 
30th by MS & CA Ltd, and is intended 
to be of use to all who are engaged 
in the preparation of accounts of major 
undertakings. Professors from various 
universities will discuss accounting 
principles and problems, a practitioner 
will present his views and a partner in a 
firm of stockbrokers wil! examine the 
presentation of accounts. 

The concluding address prior to a 
panel discussion will be given by Mr 
J. M. Renshall, M.A., F.c.4., Technical 
Director of The Institute of Chartered 
Accountants in England and Wales. 
Under the title of ‘Solving some problems 
— the Institute acts’, he will discuss the 
need for objective standards in financial 
reporting, why the Institute introduced 
accounting standards, and how these 
have been developed and are expected to 
operate. 

Fee for the seminar is £50, including 
documentation, lunch and refreshments, 
and applications to attend should be made 
to MS & CA Ltd, 188A Goldhawk Road, 
London Wi2. 


Investment 


‘Investment analysis — some topical 
questions and the outlook for 1972’ is 
the title of an advanced two-day seminar 
on portfolio investment to be held by 
Giles Taylor Ltd at The Bonnington 
Hotel, Southampton Row, Lendon WC1, 
from December i4th-rsth. Among the 
speakers will be Mr К. К. Cork, F.c.a., 
whose subject will be "T'he writing on the 
wall; advance warnings of insolvency’, 
and Mr John Chown, who will speak on 
‘Effects of proposed company tax reforms 








е 1 BROAD STREET PLACE 
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CONFERENCES 


on the valuation of equities both in the 
UK and the EEC’, 2: 

Fee for the seminar is £42, including 
refreshments and luncheon, and appli- 
cations to attend ‘should be made to 
Conference Administration, Giles Taylor 
Ltd, r7 The Avenue, Wanstead, London 
Err. oe ci 


Value Added Tax: 

In the opinion of Business Intelligence 
Services, the implications of introducing 
value added tax to the United Kingdom 
are not clearly understood by most 
companies. BIS have therefore prepared 
an in-company- programme for a one-day 
course putting ХАТ into perspective for 
finance directors (and up to 12 of their 
colleagues). 

The course, which can be held on the 
client's premises or at a venue arranged 
by BIS, will be greatly influenced by the 
French system, which in the view of BIS 
is likely to be the model throughout. the 
Common Market. | 

Further information may be obtained 
from Mr P. M. Marchand, executive 
director, BIS Training, 79-8o Blackfriars 
Road, London SE1. - 


Management 


An impressive programme of courses for : 
1972 has been announced by The 
Production Engineering Research As-: 
sociation of Great Britain (PERA) ranging 
from five-day courses on ‘Successful 
speaking' to two-day courses on "The 
computer in management and adminis- 
tration’. 

Full details are given ап illustrated 
booklet, copies of which may be obtained 
free of charge from the Education and 
Training Department, PERA, Melton 
Mowbray, Leicestershire. 





DO YOU ADVISE 


ANNUITIES 
FOR 
ESTATE PRESERVATION 


IF SO ASK 
CAPITAL ANNUITIES 
FOR A QUOTATION 








> Mol; 165. No. 5058 


The Recognized Weekly Journal for the Accountancy Profession throughout the World 







Established 1874 


ACCOUNTAN 


November 25th, 197 








|. ON OTHER PAGES 





_ Auditing the Town Hall 710 











_ Current Affairs | 711 
This is My Life 
by An industrious Accountant 714 
_ Pensions for the 
| Self-employed 
un : by Our Insurance Correspondent 715 





"Preliminary Agreements 
by G. R. Bretten, M.A. LL.B., Barrister 717 





“The Use of Terminals in 
isiness Decisions 
NCB Development of Computer Models 
by Fe B. Harrison, F.C.A. 






719 









"Taxation Cases 


Crabtree v. ‘Hinchcliffe — /n re Lynall 
— Owen v. Burden . 720 





. Finance and Commerce 


= Dalgety – Maurice James Holdings — 
Forbuoys — Stothert & Pitt — Stafford- 
shire. Potteries (Holdings) — Smiths 
Industries —-Hume. Holdings — City 
„ Notes — Rates and Prices 721 


онога = EUR 729 
Accountant's Right to 


_ Exercise Judgement 
_ Views of Scottish Institute's President 730 





Closer Links Wanted in 
Training Methods 
„Lord Bowden's Remarks at 
__ Manchester Dinner 731 








Need for Broader Outlook 
in Profession 
‘Chairman's Call at Women Chartered 











: Accountants’ Dinner 732 
| Student Roundabout 733 
Notes and Notices 735 

| Supplement 


Results of Institute's September 
Intermediate Examinations 
















CBl on Sale and Lease-bac! 


ONTRARY to the declared policies of the Inland Revenue, th 
practice of sale and lease-back of property fulfils several legitimate 
commercial objectives, and should not be regarded solely or even pre- 
dominantly as a tax avoidance device. Such at least is the view of the 
Confederation of British Industry, which last week declared its oppositio 
to the legislation proposed in the forthcoming Finance Bill 1972. 
The CBI is not concerned to debate the attractions of alternative 
systems of sale and lease-back; it maintains that such transactions have 
essential commercial functions and should therefore be encouraged and 
not penalized. The proposed legislation is objectionable in principle 1 to 
the CBI, and should not in their view be enacted. 

One of the more conspicuous features of continuing inflation is th: 
despoliation of creditors by debtors; fixed interest investments are ра 
ticularly unattractive, and show a negative return to the lender, where 
(as has been perfectly possible in recent years) the rate of inflation exceeds 
the rate of interest. One consequence has been a marked decline in th 
amount of such funds available, coupled with high rates of interest. 

Sale and lease-back arrangements have thus come to be of grea 
importance as.a means of raising funds to finance the acquisition of capital 
assets. The investor acquires an asset with the right to have the income 
derived therefrom increased — but never decreased — at regular intervals, 
which constitutes a partial inflation cover. For that cover, he is willing to 
accept an initial return lower than that expected from a mortgage invest- 
ment. The borrower is enabled to realize the full current value of the 
property, without being burdened with onerous capital repayments. 

A further objection to the conventional mortgage is that mortgages 
have to be repaid out of retained profits — currently taxed at 40 per cent 
which may be increased to a *hypothetical' so per cent — and that in the 
majority of cases the maximum amount which can be raised is restricted 
to two-thirds of the current value of the property. 

The CBI is particularly critical of the arbitrary 15-year limit in the _ 
Treasury’s present proposals (The Accountant, August 12th), pointing 
out that a company wishing to raise finance by the sale of a lease having 
less than 15 years to run would be faced with the ‘unsatisfactory and 
illogical alternative’ of moving to other premises at considerable cost ап 
with the danger of disruption of the business. It is further pointed ot 
that the proposed legislation must in any event be complex; it will have 
frustrating effect on the future of sale and lease-back business and thu 
reduce the amount or increase the cost of finance needed to modernize 
industry. 

The CBI has also drawn attention to a further aspect of the ‘Treasury 
proposals which is of particular significance to accountants among ot 
professions High rates of personal taxation coupled with inflation hav 
created special problems for professional men who are unab ble to operate 



































imited companies. In order to maintain adequate 
working capital as the elder partners retire, more and more 
partnerships may be obliged to sell properties owned and 
lease them back. Whilst this is in such cases a ‘once for all’ 
palliative, the CBI is opposed to any legislation ‘which 
discourages young professional men from personal practice’. 
< The fundamental question is, of course, the extent to 
which (if at all) it may be proper for the Inland Revenue 
to attack or re-examine commercial transactions. Whilst 


Auditing the 
Town Hall 


FoR accountants in local government, the Local Govern- 
© ment Bill ~ debated on Second Reading in the Com- 
< mons last week — will mean freedom from many of the 
- restraints with which local councils have been hedged about 
by the central authorities. New powers to spend, a bigger 
place for the private accountant in local authority audit, 
-and removal of restrictions on expenditure and appoint- 
ments are added to the scheme for bigger authorities to 
give new opportuni‘ies for large-scale modern man- 
gement. 
- The English Institute's view that councils should be 
_ able to choose professional audit has been met by the 
inclusion of a clause which will allow the new district 
councils to substitute professional for district audit 
except for accounts — such as education and rating ac- 
counts — for which district audit will be a statutory require- 
ment. District auditors are generally esteemed in local 
government but new districts dominated by boroughs 
already using professional audit may well continue with 
‘the arrangement. It remains to be seen how many of the 
other districts will choose to change to professional audit. 
‘The new power given to the auditor (both professional 
. and district) to satisfy himself that finances have been 
> administered with due regard to the best interests of the 
ratepayers has already caused some disquiet. It is a fact 
of political life that few policies are based solely on financial 
considerations, and policy-making has always been re- 
. garded as the prerogative of the council. A heavy res- 
ponsibility will lie with the auditor to ensure tha. necessary 
inquiry into the efficiency of an authority's management 
does not spill over into a criticism of council policy 
A new concept for top management is foreshadowed by 
the removal of the statutory requirement to appoint a 
treasurer. In future, safe and efficient arrangements for the 
receipt and payment of money must be carried out under 
the supervision of a ‘proper officer’. Many local authority 
treasurers regret the loss of statutory support for their 
office, which they rightly regard as both honourable and 
ancient. But such misgivings are surely unnecessary; the 
high regard in which their office is held is due more to the 
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there may be a case for Somerset House regarding every- 
thing through anti-avoidance spectacles, a transaction 
undertaken for normal commercial reasons to secure a 
genuine commercial benefit should not be penalized on 
the grounds that a tax saving may also result. Section 491 
of the Taxes Act 1970 (providing for the disallowance of 
any amount which exceeds a commercial rent) is generally 
adequate for preventing tax avoidance, and if it is deficient 
it can always be strengthened. 





quality of its occupants and the work of their professional 
bedies, than to the title itself. 

Members of the Institute of Municipal Treasurers and 
Accountants are in the forefront of the move to introduce 
new management arrangements into local government. 
Increasingly nowadays, they hold the office of chief 
executive, and recommend the appointment of a director 
of finance in place of the former post of treasurer. There 
seems little likelihood of the new authorities doing other 
than appoint properly qualified accountants to supervise 
their financial arrangements. 

The repeal of section 132 of the Local Government 
Act 1948 removes the limitation on spending on entertain- 
ments and thus frees from restriction a service which may 
well become, apart from housing, the major preoccupation 
of the new district councils. The doctrine of ultra vires has 
already been modified by the Courts (as in Attorney-General 
v. Smethwick Corporation (30 LGR 117)) and is to be further 
limited by a provision which will give councils power to 
do anything which is calculated to facilitate, or is conducive 
or incidental to, the discharge of their functions. An 
extension of these powers is to be found in clause 135 
of the Bill which authorizes expenditure where the 
authority considers it to be in the interests of their area or 
any part of it or any or all of the inhabitants. 

The very process of amalgamation of authorities will 
produce, in many cases, councils whose penny rate product 
is three or four times as high as those of the individual 
authorities which they replace There has been no general 
revaluation for rating since 1963 so that the new valuation 
lists, expected in 1973, can be expected to raise rateable 
values to at least twice current levels and will give the new 
couneils rate products very much higher than the average 
for the smaller district at the present time. It is in this 
light that the limit of a Фр rate which may be spent under 
clause 135 should be regarded. 

Present procedure for local authority borrowing remains 
substantial unchanged. Detailed issue of loan consent 
is now governed by the Department of Environment 
Circular 2/70 under which block consents are issued to 
county boroughs and county areas for all purposes except 
certain key functions such as education and housing. 
Will present county boroughs lose their individual alloca- 
tions and take part in the annual scramble for a share 
of the county area issue, or will the Government give 
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an individual allocation to each of the new districts? 

While freedom to use a block allocation as required 
appeals in principle to many local treasurers, the system 
of leaving councils to compete with each other for a share 
of their county area allocation has produced a crop of time- 
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consuming joint committees and advisory boards together 
with the expense of their staffs. An early indication of 
Government thinking is looked for, as also is fulfilment of 
the promise in Circular 2/70 that the limit on rate fund 
contributions to capital funds would be raised. 





CURRENT AFFAIRS 


Europe and the Profession 


UCCESSIVE governments had done all that they could to make work 

for the accountancy profession, observed the Rt Hon Geoffrey Rippon, 
waggishly this week. Speaking on Monday at the annual dinner and dance of 
The Association of Certified Accountants, he said that company accounts were 
now being demanded with more speed and to higher standards of disclosure. 


Membership of the European Com- 
munity would have many implications 
for British accountants, some direct 
and others marginal. He returned to 
the theme of a ‘European company’ 
having a common legal personality 
in all member states. 

‘The preparation of audited ac- 
counts of a Euro-company’, said Mr 
Rippon, ‘will require the skills of 
firms which have wide experience in 
the field of international commerce. 
They will also have to be used to 
operating in several jurisdictions. The 
British profession is not short of this 
experience, and is in an ideal position 
to respond to this proposal and to 
assist in the development of this 
challenging innovation'. 

Referring to the provisions of the 
Treaty of Rome on the right of 
members of professions to practice 
throughout the community as freely 
as in their own member states, Mr 
Rippon claimed that some preliminary 
work had been put in hand to apply 
these provisions to the field of com- 
pany auditing. 


MPs' Salaries 


UBLICATION of the report of 

the Boyle Committee on MPs’ 
and Ministers’ salaries and emolu- 
ments is expected before Christmas. 
This comes against a background of 
increasing criticism from members of 
all parties of the disparity between the 





present fixed allowance for parlia- 
mentary expenses and the amount 
necessarily disbursed by Members 
in the course of their duties — par- 
ticularly those from provincial con- 
stituencies who are obliged to 
maintain a home and additional 
office assistance in London. 

As an instance of this disparity, 
Mr Don Concannon, Labour member 
for Mansfield (Notts) last week dis- 
closed that he had been obliged to 
sell the last of three insurance policies 
which he had held when he worked 
as a miner, saying that he was ‘hard- 
up’. He had been better off earning 
£35-£40 a week in the pits than he 
was now on his MP's salary of £3,250 
and {500 secretarial allowance. It was 
quite impossible to get adequate sec- 
retarial assistance within the fixed 
allowance, he claimed, and it was 
costing him more for accommodation 
and meals in London than for his 
family in Mansfield, although he was 
sharing a flat 'on a very modest 
scale’ with two parliamentary col- 
leagues. 

A contributed article on the tax 
treatment of MPs' salaries and ex- 
penses appeared in The Accountant 
for June 11th, 1970. Meanwhile, it 
has also been announced that more 
than 1,000 Inspectors of Taxes have 
received pay rises of between {£400 
and £550 per annum, backdated to 
January Ist, 1971. 


Mr C. Evan-Jones 
to Retire 


К C. EVAN-JONES, c.B.E., Sec- 

retary of The Institute of Char- 
tered Accountants in England and 
Wales since November 1964, is re- 
tiring at the end of the year. His 
resignation, on the grounds of ill 
health, has been received with great 
regret by the Council, who have 
announced that he will be succeeded 
by Mr J. P. Hough, F.c.a., the 
present Deputy Secretary. 

Mr Evan-Jones, who will be 60 
next year, was first associated with 
the accountancy profession as a mem- 
ber of the secretariat of the former 
Society of Incorporated Accountants 
which he joined in 1946; he was 





appointed Assistant Secretary of the 
Society in 1947 and Deputy Secretary 
in 1950. 

Following integration in 1957 he 
joined the Institute staff, first acting 
temporarily as Secretary to the Board 
of Examiners for the Society's ex- 
aminations, subsequently becoming 
an Assistant Secretary in May 1959, 
and an Under-Secretary in January 
1960. Two years later, on the retire- 
ment of Mr Alan S. Maclver, C.B.E., 
M.C., B.A., he was appointed Joint 
Secretary with Mr F. M. Wilkinson, 
Е.С.А. He held this position. until 
he was appointed Secretary on the 
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retirement of Mr Wilkinson in 1964. 

Prior to the Second World War, 
Mr Evan-Jones had. nine years’ ex- 
perience in industry. During the war 
he served in the Gordon Highlanders 
and saw active service in the Western 
Desert and Italy, attaining the sub- 
stantive rank of Lieutenant Colonel 
and the acting rank of paid Brigadier 
shortly before demobilization. 

He was awarded the M.B.E. (Mili- 
tary Division) in 1944, and became a 
C.B.E. in this year’s Birthday Honours, 
receiving the award from the Queen 
at an investiture at Buckingham 
Palace on Tuesday of last week. 

'Paddy', as he is widely known 
throughout the profession, says that 
working for six years on and with the 
recent ill-fated integration scheme 
stands out as the most significant — and 
toughest — assignment he had in his 
career with the profession. During his 
retirement he hopes to have increasing 
opportunities to travel. He would 
dearly love to return to the Middle 
East and back-track over the ground 
with which he was familiar in 1943-44, 
and to land at Taranto on the ‘toe of 
Italy' and traverse again the road to 
Monte Cassino. 

Mr John Hough has been Deputy 
Secretary of the Institute since 
January 1969. Before joining the 
Institute secretariat he was a partner 
in Robson, Morrow & Co. Prior to 
that he was with IBM (United King- 
dom) Ltd for four years, and for 





three years before that was with 
Turquand Youngs & Co in the City. 

In 1956, Mr Hough, together with 
two colleagues, founded the London 
Computer Group, which a year later 
was re-formed as the British Com- 
puter Society, with John as honorary 
secretary and later treasurer. 

As a result of his interest and 
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knowledge in computer matters he 
played a significant role in the de- 
velopment of the Institute's EDP 
courses, and in 1966-67 was chairman 
of the working party responsible for 
running the courses. 

He is married with five children and 
lives at Blackheath. 


Value Added Tax 


N anticipation of the introduction 

of valued added tax in the 1973 
Budget, recent questions to Treasury 
ministers from Members of Parlia- 
ment have shown considerable interest 
in the application of this tax to specific 
categories of goods and services. 

Amongst categories on which assur- 
ances have recently been sought that 
the tax will not be levied, have been 
transport costs; books, periodicals 
and newspapers; goods produced in 
special development areas; food pack- 
aging materials; children's clothing 
and footwear ; domestic and industrial 
fuels; foodstuffs, including pet foods; 
and building materials. 

Replying for the Treasury, Mr 
‘Terence Higgins said that food would 
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be relieved of the tax, with the possible 
exception of items at present subject 
to purchase tax, as also would be 
newspapers, periodicals and books. 
The Government were not yet ready 
to announce further details of the 
tax coverage. 

Meanwhile, more than a dozen 
Opposition MPs, including former 
ministers, have signed a Commons 
motion calling for an immediate 
assurance that relief will be given to 
traders in respect of goods which 
have borne purchase tax and will be 
subject to value added tax on resale. 
The motion says that the House is 
deeply concerned about possible dis- 
location of production and distri- 
bution, leading to stagnation of trade 
before the withdrawal of purchase 
tax and the proposed substitution 
of valued added tax. It also calls on 
the Government to work out a satis- 
factory scheme, in consultation with 
industry and commerce, to ensure a 
smooth transition to the proposed 
new system of indirect taxation and 
to avoid the inequity of double taxa- 
tion on one section of the business 
community. 





Bank Must Supply Information 
to the Revenue 


AX avoidance through transac- 

tions which result in income being 
paid to persons abroad used to be 
one of the more esoteric branches of 
tax law. Legislation which was in- 
troduced in 1936 to combat this has 
been gradually extended, and for 
some time there have been indi- 
cations of a stepping up in the Inland 
Revenue's attempts to counter such 
avoidance. The tip of the iceberg 
appeared last week with reports of 
proceedings taken by the Royal Bank 
of Canada against the Inland Revenue. 

The proceedings arose out of a 
dispute as to the precise scope of 
section 414 of the Income Tax Act 
1952 (now section 481 of the Income 
and Corporation Taxes Act 1970), 
subsection (1) of which gave the 
Revenue power to require any person 
to furnish particulars for the purposes 
of the anti-avoidance provisions. 
While this is very wide, section 414 
(4) cuts it down in favour of solicitors 
who acting for a taxpayer, subsection 


(5) also cut it down in favour of banks, 
as follows: 

(5) Nothing in this section shall 
impose on any bank the obligation to 
furnish any particulars of any ordinary 
banking transactions between the bank 
and a customer carried out in the 
ordinary course of a banking 
business . . ..' 

The Revenue called on the Royal 
Bank of Canada to furnish information 
about the sales of gilt-edged stocks 
carried out on behalf of Poinsettia 
Investments Ltd, a company incor- 
porated in the Bahamas. The bank 
desired to keep its customer's con- 
fidence but was willing to give the 
information if legally bound to do so. 
It was common ground that the 
transactions were bond washing' trans- 
actions. 

Megarry, J, held that the trans- 
actions were not 'ordinary banking 
transactions between the bank and a 
customer' and thataccordingly the bank 
was obliged to supply the information. 
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ICWA May Establish a 
Nigerian Branch 


К TOM DEGENHARDT, M.A., 
ғ.С.1.5., Deputy Secretary of The 
Institute of Cost and Works Account- 
ants, has recently returned from a 
visit to Nigeria where he attended a 
locally organized national cost con- 
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‚ X 
ference, besides attending meetings 
of members and students. 


'The ICWA Council is considering 
the establishment of a branch of the 


Institute in Nigeria, and Mr 
Degenhardt took the opportunity to 
discuss the project with local mem- 
bers. For some while there has been 
a locally constituted association based 
in Lagos, and Mr Degenhardt reports 
that there is great enthusiasm among 
the Nigerian members — who at present 
number about 80, with some 800 
students — for official recognition and 
support of their association as a branch 
of the Institute. 

Whilst in Lagos, Mr Degenhardt 
had talks with representatives of 
Government, industry and education, 
besides appearing on Nigerian tele- 
vision and radio. 


Practice of Good 
Computing 
OMPUTING and computer per- 


sonnel have been severely criticized 
from time to time because of varying 
standards of behaviour and apparent 
lack of discipline. In view of this, 
The British Computer Society pub- 
lished a Code of Conduct for their 
members in February of this year, 
and have now circularized them with 
the draft of a Code of Good Practice 
for Computing for consideration. This 
is in ample time for a one-day con- 
ference on its text to be held at the 
Mount Royal Hotel, ‘London, in 
March of next year, and it is hoped 
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that the final version of the code will 
be published in mid-summer. 

The proposed code is intended to 
provide the computer industry with 
positive guidance as to accepted good 
practice, and although the Society’s 
Council would in general be in ac- 
cord with the views of Sir Henry 
Benson, G.B.E, F.C.A., expressed at 
Datafair 71 (The Accountant, April 
8th), when he said ‘the discipline of 
professional standards and ethics must 
bite’, it is not the purpose of the code 
to influence the Society to search 
for its ‘black sheep’. It is a forceful 
‘thou shalt’ declaration, and as such 
complements the ‘thou shalt not’ 
regulations in the Code of Conduct. 

For example, full support will be 
given to complainants of bad рго- 
gramming, and expert witnesses will 
be recommended by the Society to 
ascertain the true facts of a situation, 
but on the other hand it is doubtful if 
any total action, such as exclusion, 
would be taken against amember unless 
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an offence had been committed contra- 
vening the Code of Conduct. The 
chairman of the Code of Good 


Practice Committee is Mr R. R. 

Waller, F.c.a., of IBM. 

Taxing the Lump 
EGULATIONS for imple- 


menting section 29 of the Finance 
Act 1971, which provides for a 
deduction of 30 per cent from pay- 
ments to construction industry sub- 
contractors, on account of income tax, 
have now been published by the 
Commissioners of Inland Revenue 
(S.I. 1971 No. 1779). With effect from 
April 6th next, any contractor making 
payments to which the section applies 
will be required to record the name 
and address of the payee, the date of 
payment, the amount of the gross 
payment before deduction, the amount 
thereof reasonably representing the 
direct cost of any materials used, and 
the amount of the deduction. Where 


Graduate Employment 


CCOUNTANCY continues to 

claim the attention of an increasing 
proportion of graduates taking a first 
degree from a British university. A 
recent statistical survey, First Employ- 
ment of University Graduates 1969—70, 
published by the University Grants 
Committee, mentions accountancy as 
the first destination of 787 young 
men in 1969-70, compared with 692, 
541 and 397 in the three preceding 
years. It is further encouraging to note 
that of this figure of 787, no less than 
534 had taken first- or second-class 
honours. 

Nearly two-thirds of this total had 
graduated in some aspect of business 
studies, with economics as a prime 
favourite; the tables show that 243 
graduates entering accountancy had 
read economics, either in isolation or as 
one constituent of a general course. 
Amongst the non-business studies, 
arts courses contributed a total of 117 
graduates to the profession and mathe- 
matics or statistics a further 45. 

Accountancy continues to be less 
attractive to the ladies, who added only 
46 graduates to the profession's ranks 
during the survey period; moreover, 
whilst for men accountancy is a con- 


spicuous favourite above ‘banking 
and insurance’ or ‘other commerce’, 
for the ladies the position is sharply 
reversed with accountancy as a bad 
third. It might be tempting to argue 
from this that the professions in 
general are still regarded as a man’s 
world – but this is scarcely borne out 
by figures of 412 men and 75 women for 
‘solicitors private practice’ – surely one 
of the more conservative occupations. 

Higher degree candidates are not 
attracted to the profession in signi- 
ficant numbers, and there were only 
12 such entrants in 1969-70. This 
figure included two women, one of 
whom had read politics and the other 
classical languages. 

Speaking at the annual dinner of the 
Manchester Society of Chartered Ac- 
countants, reported on another page, 
Lord Bowden alluded to the imminent 
disappearance of the 'O' level intake, 
and to the profession's increasing 
graduate recruitment — even though 
the term of three years' articled service 
for a graduate and four years for an 
‘A’ level candidate seemed to suggest 


that one year's practical experience ip 


the office was regarded as worth 
three years in a university! 





Tu 


the payee is exempted from the pro- 
"visions of section 29, the contractor 
must record his name and address, 
and full particulars of the evidence by 
reference to which exemption was 
* claimed. 

Contractors making such payments 
"are required to give the sub-contractor 
а certificate (in а form to be pre- 
-scribed by the Inland Revenue) of the 
.amount deducted by way of tax, and 
“to pay such sums over to the Collector 

of Taxes within 14 days after the end 
of each income tax month. Recovery of 
. Such amounts may be enforced against 
.the contractor in the same way as the 
recovery of any income tax charged 
_ by way of assessment. 
Inspectors of Taxes are empowered 
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to raise estimated assessments for this 
purpose at their discretion, including 
cases of dispute between contractor 
and sub-contractor as to the amount 
deductible or in which the Inspector 
has reason to believe that the amount 
paid by the contractor is less than that 
for which he may be liable. 


Grant for Management 
Education 


ANAGEMENT education in the 
United Kingdom has hitherto 
relied largely on American case 
material, according to Mr Graham 
Ray, B.COM., F.C.A., lecturer in finance 


and accounting at the University of 
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Bath. With the aid of a grant of 
£18,000 from the Esmée Fairbairn 
Charitable Trust, the University is 
now to develop a Finance Case Study 
Research Unit to remedy this shortage 
of domestic material. 

The Unit, which is due to start 
work next January, will collect finan- 
cial case studies from both private 
and public sectors of industry and 
evaluate their use in management 
education. Topics on which it is 
hoped to collect information include 
measurement and control of divisional 
performance, behavioural and quan- 
titative aspects of budgetary control 
systems, financial problems of quickly 
growing family businesses, and the 
effects of taxation. 





THIS IS MY LIFE 


The Key to Success! 


by An Industrious Accountant 


HE alarm clock didn't go off, so there was uproar 

in the house as I tried to telescope dressing, shaving, 
and the morning cuppa into ten minutes. My bunch of 
keys got mislaid in the confusion and chaos ensued as all 
the family looked vainly under mats and chair cushions 
"and in pockets. Finally, I borrowed my wife's spare car 
_ key and rushed out, leaving the family collapsed in nervous 
| exhaustion. 
| о The situation wasn't too desperate, I remembered, 
since my secretary holds a spare key to my desk (if the 
careless girl hadn't lost it in some feminine flurry), but 
«the small private safe was a different matter. Maybe if I 
_ phoned the makers they could cut a duplicate, maybe. . 

I reached my office. The missing keys were in the lower 

-drawer of my desk. I was myself the culprit. My relief was 
“tempered by a nagging worry that some cunning office 
cleaner might have spent the evening going through my 
drawers and discovering our secrets. True, Mrs Mops 
didn't seem to be the spying type . . . perhaps some un- 
scrupulous employee had spotted the bunch and checked 
up on salary rates, or minutes of meetings, or notes of 
impending promotions? 

Just then the deputy-chairman entered to ask me to 
fix an immediate meeting of our share transfer committee 
to. rush through some recent transactions. He's been 
feverishly buying our ordinary shares since he learned of 
tye chairman's coming resignation, for reasons unrevealec 
bütøbvious. 

Our certificates are the old-fashioned flowery sort 


with two responsible signatures, unlike the modern un- 
dignified documents where a barely legible seal is attested 
by a tiny illegitimate-looking green squiggle. As the 
deputy-c was clucking around like a hen who’d lost her 
chicks I hurriedly opened my safe door to reveal the 
certificate book with attendant transfer file and company 
seal. 

The seal is the usual black and gold specimen with a 
bar through the upper hole and a lock preventing the bar 
from being illegally removed. Unfortunately the key was 
looped around the base, and the sight irritated the deputy-c, 
always touchy when he feels that his privileges are some- 
how threatened. He proceeded to grumble about gross 
irresponsibility, explaining that safe-breaking forgers 
could use the seal unhindered to execute illicit certificates. 
Our inadequate security would enable the market to be 
flooded with spurious stock with appalling consequences, 
he growled. 

Personally, I thought that even a trickle of phoney 
certificates would be spotted in double-quick time, besides 
which an enterprising speculator could have a duplicate 
seal cut, or sheafs of blank script printed with the minimum 
of difficulty. Indeed, the normal company seal was ob- 
solete; the underlying concept needed to be re-thought. 

The deputy-c ignored the comment ~ probably because 
he was unable to appreciate it — and departed with a 
request to see the 1950 minute book to check our entry on 
the occasion of the chairman’s election. The book had 
leather-bound corners and a stout brass lock, but the key 
had vanished. After futile searching I sought our main- 
tenance engineer, who guffawed uncouthly before sug- 
gesting we try a hairpin. 

Just then my admirable secretary guilelessly produced 
a cardboard box of unidentified old keys left by her 
predecessor. Over the years, she said, she’d opened 
among others the japanned box with the chairman’s 
title deeds, as well as the managing director’s wall-cabinet, 
so а rusty old book should be child's play. 

I lacked the courage: to ask if she could open the cashier’s 
safe. 
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Pensions for the Self-employed 


by OUR INSURANCE CORRESPONDENT 


Those who count for pension purposes as being self-employed will not be included in. 

the Government's reserve pension scheme, according to the White Paper dealing with the 
future development of state and occupational pensions. The point is made in the White 
Paper that their exclusion is due to the difficulty of collecting earnings-related 


contributions. 


Fortunately, however, considerable changes for the better have been made in the Finance 
Act 1971 for principals, раган, controlling directors, the self-employed and others who 


pers the past few years, although there have been 
arrangements for the self-employed to make provision 
for a personal pension, these have been on the low side. 
For instance, in 1956 the limit for tax-free contributions 
which could be made each year to an insurance office was 
fixed at 10 per cent of net relevant earnings, subject to a 
maximum of £750. Higher limits, on a sliding scale, applied 
in the case of those born in 1915 or earlier. 

Whilst, since 1956, it has been helpful that it has been 
possible to make provision for a pension from gross earn- 
ings in this way (with the pension being looked upon as 
earned income for tax purposes), there has been the draw- 
back that the level of contribution on which tax relief has 
been given has been on the low side. For instance, for many 
years, much higher overall levels of contribution have been 
paid to many occupational pension schemes. 

After repeated suggestions by the life assurance offices 
and those representing the professions, the position has 
been improved for anyone who counts as being self- 
employed or who is ineligible for an occupational pension 
for any other reason. Now, starting with the 1971—72 tax 
year, the upper limit for full relief of tax has been raised 
to 15 per cent of net relevant earnings, subject to a limit of 
£1,500 in any one year. In other words, anyone who counts 
as self-employed, and who is earning up to {10,000 a year, 


can now put 15 per cent towards a pension — with this. 


qualifying for full relief of tax. 

The position for those born in 1915 or earlier has been 
protected, in that provision has been made for- them to 
contribute at a higher rate, free from tax. 


Commutation rights 


Other important changes have been made. In the past, a 
very real drawback to thus type of contract was that an 
annuity could not be commuted for cash or be assigned 
under any circumstances. The benefits could be taken only 
in pension form. The sole exception to this was that, in 
the event of death before the pension becoming payable, a 
return of premiums (with or without interest, as agreed) 
could be made. The practical effect of this was to put 
anyone in this category at-a disadvantage when compared 
with an employee included in.an occupational pension 
scheme, since it has been customary for the latter to be 


are ineligible to join an occupational pension scheme. 


able to commute a proportion of his or her pension 
benefits for a tax-free cash sum at retirement. 

Now, it is possible to commute part of one of these per- _ 
sonal pension policies for a tax-free cash sum at retirement. - 
As might be expected, however, there is a limit to the 
amount which may be commuted in this way. The tax-free 
cash sum taken at retirement must not exceed three times 
the remaining annuity. 

At first, it looked as though the amount of cash which: a 
given annuity would buy would depend to a great extent on 
the type of the annuity. For instance, given similar capital 
values, the higher the starting level of the annuity, the 
higher would be the proportionate amount of the policy 
value which could be taken in cash. Thus it looked as: 
though it would pay those requiring the highest level of 
cash at retirement to arrange to have annuities to pay the 
highest benefits. It was appreciated by the authorities, 
however, that this could bear harshly on those wishing to’ 
have, say, a variable annuity, or a joint life and survivor 
annuity. 

Аз a result, there have been changes in the approach to 
the subject. Now it is understood that no objection will be 
raised by the authorities if the provisions of a retirement 
annuity contract are cast in such a form as to enable the 
lump sum benefit to be based effectively on the annual 
amount of a fixed and non-guaranteed annuity, even though 
the annuity actually payable after commutation is of a 
different kind. 

Nevertheless, compliance with certain conditions is 
necessary. For instance, the fixed non-guaranteed annuity 
must be payable as the primary benefit under the contract. 
In other words, it must be the annuity which will be paid in 
the absence of any election by the annuitant to take a 
different benefit. An option may be given to commute part 
of this annuity on a three-to-one basis, as set out in the 
Finance Act 1971. The subsequent option may be given to 
substitute for the annuity remaining some other form of 
annuity, such as a guaranteed annuity or a joint life and 
survivor annuity, or a variable annuity. Where the amount 
of the primary benefit is not specified in the contract — for 
example because the benefit is equity-linked, or has been 
taken at an age other than the stated age — the contract will 
need to require the life office to notify the annuitant when 
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the time comes of the actual amount available under each 
option, including, of course, a primary annuity by reference 
to which the lump sum is being calculated. 


Variable and guaranteed arinuities 


So far as existing contracts are concerned, where the object 
is to take advantage of the commutation permitted in the 
Finance Act 1971, the same conditions will need to be 
satisfied before the lump sum can be computed on this 
basis. Nevertheless, if the primary benefit under the 
contract in its present form is a variable or guaranteed 
annuity, the endorsement permitting commutation will 
also have to rewrite the options to make the primary benefit 
a fixed non-guaranteed annuity. 

In effect, therefore, if a contract is written on a variable 

‘annuity basis at the moment, and the aim is to calculate 
the commutaticn on the fixed non-guaranteed amount, it 
will be necessary to endorse the contract to reverse the 
‘option into the primary object and vice versa. 

Quite apart from the value of a tax-free cash sum at re- 
tirement, there is much to be said in favour of commutation, 

: even though the aim may be to secure the highest possible 
income. This is because it may be preferable to take the 
tax-free cash to purchase an immediate annuity in the open 
market, from whichever life office at the moment happens 
to be offering the best yield. 

7 There are two reasons for this. In the first place, although 
one cannot be certain in advance, it may be possible at the 
time of retirement to obtain a better yield from an imme- 
diate annuity than would be available from the same 
capital value under the deferred anriuity. This, however, 
is something about which one cannot be certain, since it 
will depend on the market rates of interest at the time and 
annuity rates tend to be closely geared to interest rates. 

The second reason for taking cash, even though income 
may be required, is because of the tax treatment of the two 

‘types of income. If cash is not taken, and income is taken 
under the deferred annuity, this will be treated as earned 
income for tax purposes. On the other hand, if an immediate 
annuity is purchased, a substantial proportion of the bene- 
fits will be free from tax altogether. This is because a fixed 
amount of the annuity will be looked upon as the capital 
element, being a repayment of the purchase price for the 
annuity. The exact amount of the capital element will 
depend on the age of the annuitant when the annuity is 
purchased, and the type of annuity which is bought. Only 
the remaining part of the benefit, described as the interest 
element, will be taxable. Nevertheless, this will be regarded 
as unearned income for tax purposes. 


Widow's pension 


A further change which has been made is that up to 5 per 
cent of net relevant earnings (subject to a maximum of 
£500) can be paid, free of tax, towards a pension for a 
widow. Nevertheless, whatever figure is paid must be 
included in the overall limit of 15 per cent or £1,500 already 
mentioned. It is generally considered that this level of con- 
tribution should provide a reasonable pension for a widow 
ip the majority of cases. Nevertheless, since this con- 
tribution must come from: the overall figure of-15 per cent, 
it means that, if à widow's perision is provided, there will 
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be a reduction in the overall pension available for the 
annuitant himself. 

Fo- most people (particularly those in the higher tax 
brackets). it is advantageous that the maximum amount 
allow2d should be paic towards this type of pension each 
year. [here are two diferent bases on which premiums can 
be paid. In the first plece, a contract can be arranged on a 
level 5remium basis. In other words, in much the same way 
as for life assurance, a fixed premium is payable each year 
until retirement. As an alternative, single premiums can be 
paid. If this course is adopted, the payment of each pre- 
miur. constitutes a separate contract, and thus there 1s no 
guarantee at the outset about the benefits which may be 
secured by single premiums paid in the future. With a 
level premium policy, the terms are agreed at the outset, 
and cannot subsequent. y be altered by the insurance com- 

any. 
i There is no limit to the number of contracts which an 
individual may hold, provided the total premiums do not 
exceed the limits for tax relief mentioned earlier. 

Over the years, although there may be fluctuations, it: 
is likely that the tendency will be for earnings to increase, 
perhaps quite sharply. The best arrangement, therefore, 
may Le to have a level premium policy for a premium which 
should be well within tke limit in any one year. The balance 
of ‘tax free’ premium cen be taken up by a single premium 
policy each year. In tkis way, the maximum overall pre- 
miur can be paid each year. There should be no diffi- 
culties over this, since it is a concession of the Inland. 
Revenue that a premium may be paid and rank for relief 
in a tzx year up to six months after that year's earnings have 
been agreed with the Inspector of Taxes. 


Part-time earnings 


Basically, these pension contracts are designed for those in 
non-rensionable employment. Nevertheless, an increasing 
numter of people in employment seem to have significant 
earnings from other cuarters. There is no reason why 


.anyore who is partly in pensionable employment and 


partly in non-pensionable employment should not boost 
the pension from his employers by arranging a deferred 
annuity in respect of those earnings from the non-pension- 
able employment. Normally, in this situation, up to 15 
per cent of non-pensionable earnings can be paid to a 
pension contract, subject to an cverall maximum of {£1,500 
minus 15 per cent of pensionable salary. 

Normally, arrangements will be made for a return of 
premiums (with or without interest) in the event of death 
before reaching retirement age. Nevertheless, anyone who 
does not have any dependants can agree that there shall 
be nc such return of premium, and the life office should 
then provide a highe- guaranteed pension than would 
otherwise have been the case. То safeguard the position 
after death, it is advisable to have a guarantee, so that the 
benefits will be paid for a fixed period, even if death should 
occur during that рег:ой. The most common period of 
guarantee is five years, and the maximum period allowed 
for tkis type of contract is ten years. 

Normally, the benefits under this type of contract must 
start to be paid not earlier than the age of 60 (although 
earlier payment will be allowed in the event of early retire- 
ment due to ill health), nor later than age. 7o. On occasions, 
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an earlier age for the pension to start can be arranged 
(provided this is not before the age of 50) if the annuitant 
is in an occupation where earlier retirement is customary. 

Although an age for the pension to start being paid may 
be agreed at the outset, considerable flexibility is. allowed 

_with this type of contract. Generally, within the age range 
60-70, a life office will allow a pension to be taken earlier 
than the selected age. Normally, in this case, a pension 
will be paid on the same basis as if the actual age at retire- 
ment had been chosen at the outset. Thus there is no 
penalty for selecting an earliér age than that decided upon 
when the contract was arranged. 

Further flexibility is provided by the fact that a pension 
may be drawn even though the annuitant may still be 
working on a full-time or part-time basis. Whether he is 
working or not does not-affect the amount of benefit which 
can be withdrawn, or the tax position. The whole of the 
benefits will be treated for tax purposes as unearned 
income. 


With-profit contracts 


With-profit pension contracts are particularly popular, in 
that they provide some hedge against inflation. Useful 
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as this type of contract can be, there is the drawback that, 
in many cases, bonus additions are made to the annual 
pension before vesting date; but, once the pension starts 
to be paid, it remains at the same figure throughout. 
Fortunately, some offices continue to add bonus allocations 
while a pension is being paid, thus, in effect, providing 
an increasing pension for life. 

As an alternative, a policy can be linked to the market 
value of a unit trust or a property bond fund. One insurance 
office has a special fund invested mainly in equities The 
value of the pension varies according to the market value 
of the underlying assets. 

Often, a unit-linked contract will have the effect of 
providing a pension which varies during retirement, 
according to fluctuations on the Stock Exchange. For this 
reason, it may be unwise for the whole of a pension to be 
dependent on such a source. It may very well be better for 
part of the pension to be secured in fixed form. Some equity- 
linked contracts, however, provide for either a variable 
or fixed annuity at retirement, or for the overall pension 
to be made up of a selected proportion of the capital value 
being devoted to a variable annuity and the етар 
proportion securing a fixed annuity. UU 


Preliminary Agreements 


by G. R. BRETTEN, M.A., LL.B., ‘Barrister 


Tits аба m Pending the formation of a company it is common practice for those promoting it to 
negotiate agreements on its behalf, relating for instance, to land which the company will 

wish to acquire, to the employment or retainer of persons whose services the company 

will wish to secure, or to the supply of goods or materials which will be necessary 


immediately the company is ready to commence business. 


The present law relating to such preliminary agreements was described by the Jenkins 
Committee as unsatisfactory and anomalous, and recommendation was made for its reform. 


USTs a company is formally incorporated it has no 
legal existence, and consequently has no capacity to 
make contracts. It follows that a company will not, after 
registration, be bound by a preliminary agreement made on 
its behalf, even though the company has taken the benefit 
of work done under the agreement. 

For instance, in Re English & Colonial Produce Co Ltd 
([1906] 2 Ch. 435), a solicitor who had been engaged by 
persons who later made up the board of the company to 
prepare the memorandum and articles of association for 
the company was held to be unable to recover his costs from 
the company. Vaughan Williams, LJ, there commented 
(at page 442): “There is no binding authority for the pro- 
position that a company, because it has taken the benefit 
of work done entered into before the formation of the 
Стара), сап be made liable in equity under that contract 

. the authorities are the other way.’ 

"The position will not be affected if the company' 5 objects 
clause in its memorandum of association expressly provides 
for the carrying into effect of the preliminary agreement. 


is » 4 

A farther consequence ofa company 8 incapacity to enter 
into any legal relation prior to incorporation is that the 
company itself acquires no rights under a preliminary 
agreement. It is, therefore, unable after incorporation to 
enforce such an agreement. It has also been held that a 
company cannot elect to adopt or ratify any such agreement 
and then enforce it. 

In Natal Land Co Ltd v. Pauline Colliery Syndicate Ltd 
([19o4] АС 120), the respondent company sought specific, 
performance of an agreement to lease coal-mining rights 
made by thé appellant company's agent with a Mrs 
de Carrey, who was apparently acting on behalf of.a 
syndicate which subsequently became incorporated as 
the respondent company. The Privy Council refuséd the 
decree, holding that there was no contract to which the 
respondent company was a party. The Court also stated 
that it is clear that a company cannot by adoption orxatifica- 
tion obtain the benefit of a contract purporting to! Biayebeen 
made on its behalf before the company came into:eXistenee. 


. There is no obstacle, - however, to the: compányorafter 
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incorporation entering into a new contract-on the terms 
contained in the preliminary agreement. 

The Court may be ready to infer a new contract from the 
acts of the company where those acts are ‘necessarily 
referable to’ and ‘necessarily imply’ such a contract; see 
Natal Land Co Ltd v. Pauline Colliery Syndicate Ltd (supra), 
_ at page 126. 

Position of company’s agents 
Just as the lack of legal existence prevents a company from 
entering into a contract itself before it is incorporated, it is 

. Similarly incapable of acting through an agent. The 
question, however, arises whether those persons who 
purport to make contracts on behalf of a proposed company 
personally acquire any rights or become subject to liabilities 
under those contracts. 

In the leading case of Kelner v. Baxter ((1866) LR 2 CP 
174), Kelner offered to sell wine to the promoters of a 
proposed company. À letter accepting the offer was signed 
by the promoters ‘on behalf of’ the company. The wine 
was delivered and consumed, but the company failed before 
Kelner had been paid. Kelner accordingly brought an 


', action on the contract against. the promoters personally. 


The Court held them liable on the contract on the ground 
that *where a contract is signed by one who professes to be 
signing “‘as agent", but who has no principal existing at the 
time, and the contract would be altogether inoperative 
unless binding upon the person who signed it, he is bound 
thereby’. 


Contrasting decision 

This decision must be contrasted with that in Newborne v. 
Sensolid (Great Britain) Ltd ([1954] 1 QB 45), where a 
contract was made for the sale to Sensolid of a number of 
tins of cooked ham. The contract was made on a printed 
. form, at the end of which was typed ‘Leopold Newborne 
(London) Ltd’. ‘This was followed by the signature of Mr 
‘Leopold Newborne. The price of tinned ham fell, and 
Sensolid refused to take delivery. When sued on the con- 
tract, Sensolid pleaded that Leopold Newborne (London) 
: Ltd had not been incorporated at the time when the 
contract was made, and that neither the company nor 
Newborne personally could enforce it. 

This plea was upheld by the Court of Appeal and Kelner 
v. Baxter was distinguished. Lord Goddard, CJ, observed 
that that case seemed to him ‘to stop far short of holding 
that every time an alleged company purports to contract — 
when there is no company in existence — everybody who is 
signing for the company is making . himself personally 
` liable’. The view taken in the Newborne case was that it was 
the company which had purported to contract, its signature 
being merely authenticated by the signature of one of its 
proposed directors; there was no. evidence of any contract 
by Newborne in a personal capacity. | 

The distinction made between Kelner v. Baxter on the 
one hand and Newbornes -case on the other depends in 
` effect upon the terminology employed. If the promoter 
‘signs the agreement. ‘for and on behalf of’ the proposed 

company, he will be personally bound by it, and, conversely, 
‘he will be able to enforce it against the other contracting 
„риту. On the other hand, if the agreement is.signed in the 
zame'of'the proposed company, the signature of the pro- 
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moter being added by way only of authentication (which, it 
is thought, may be the more usual case), no legal rights or 
Labilities ensue. The distinction between these cases, 
unsatisfactory alike to the company, its promoters, and the 
cther party to the agreement, is scarcely likely to commend 
icself as sound to the commercial community. 


Adopting agreements 


Соте of the difficulties relating to preliminary agreements 
may be removed, from the company’s viewpoint, if (1) the 
person acting on behalf of the company expressly negotiates 
the agreement and enters.into it ‘for and on behalf’ of the 
proposed company; and (2) the agreement incorporates a 
c.ause providing: 

(а) that when the company has been incorporated it will 
within a specified period enter into a new contract adopt- 
ing the agreement; 

(Б) that when the contract has been made the liability of the 
‘agent’ under the agreement shall terminate; and 

(c) that if the company fails to enter into the contract within 
the period specified in the agreement either party shall be 
at liberty without liability to rescind the agreement. 


If the agent undertakes no personal liability under the 
preliminary agreement ~ апі in ‘practice it is likely that 
those promoting companies will prefer not to assume any 
personal obligation - the agreement will amount only to 
the grant of an option to the proposed company. If such 
аг option is to be binding, it must be made by deed or for 
censideration. 

It may also be possible to avoid some of the difficulties 
ar sing from preliminary agreements by making use of the 
principles of trust law. Whereas the law of agency does not 
admit of a non-existent principal, there is nothing to 
prevent a person acting and contracting as a trustee for a 
beneficiary not yet in being. The beneficiary, on coming 
into existence, should be able to enforce the contract 
aguinst the other party through the trustee. 

In this case, it will not be necessary for the company 
after incorporation to enter into a new contract adopting 
the terms of the preliminary agreement. In the absence of 
authority, however, the total effect of such an arrangement 
is uncertain, and it obviously does not afford a final and 
en-irely satisfactory solution to the problems of the pre- 
liminary agreement. 


Reform 


It is only through legislative action that the difficulties 
inkerent in preliminary agreements can be properly 
resolved. In certain countries the necessary legislative 
acton has already been taken. The Jenkins Committee · 
recommended that the law of this country should be 
reformed so as to provide: 


(3) that a company should be able unilaterally to adopt 
contracts which purport to be made on its behalf or in its 
name prior to incorporation, and should thereby become 
a party thereto to the same extent as if the contract had 
been made after incorporation; and 

(2) that until the company does so adopt such contracts, the 
persons who purported to act for the company should be 
entitled to sue and should be liable to be sued thereon. 


It is evident that reform along these lines is necessary 
anc, indeed, is long overdue. 3 
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The Use of Terminals in 
Business Decisions 


NCB Development of Computer Models 


by F. B. HARRISON, F.C.A. 


‘What happens if we do this ?' ‘What happens if we do that ?' ‘What happens if we do the 
other ?' How many times does the accountant hear questions of this kind, and how many 
times does he wish he could answer them accurately and quickly ? 


UESTIONS of ‘what happens if . . .’, 

when the board is making its most important decisions 
with long-term and far-reaching effects, e.g., major sales 
contracts, new purchasing arrangements, additional capital 
investment or planning the best economic use of the 
present assets. In the past, such questions could only be 
answered, if at all, by a major calculating exercise which 
often disrupted the finance department's work for many 
days. The time taken was even longer if, as usually hap- 
pened, someone thought of a new hypothesis when the 
exercise was half-way through. 

In these days of tighter cash situations and fiercer com- 
petition, it is essential that management have the right 
information as quickly as possible to help them make these 
decisions. Today, new techniques are available which will 
allow the necessary financial exercises to be completed in a 
matter of hours. Even more importantly, the results will be 
more accurate and there will be minimal disturbance of 
the staff's normal working routine. 


The: CPD system 


In the Coal Products Division of the National Coal 
Board, it all began a year ago, when the NCB Operational 
Research Executive suggested that computer models 
linked to a computer terminal could be used for these 
forward financial planning exercises. Since that time, 
considerable developments have taken place as a result 
of active co-operation between the Division, ORE and 
Computer Services. 

The model used isa set of simple equations which describe 
the logic of operation at a coking plant, or any of the 
Division's activities. For example, one equation represents 
the conversion of raw coal into various yields of coke and 
by-products. Another equation represents the link between 
the size of coal throughput and the number of batteries 
required to operate. The availabilities and prices of raw 
coal, plant capacity, manpower, power, heat and light, are 
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normally arise, 


all incorporated as equations; and these are linked to the 
main equations representing the production and sale of 
coke. Thus for given policies of coal throughput and. 
investment, material balances can be calculated for given 
estimates of yields and capacities and can be varied as 
these yields are changed. The resulting cash flows and 
profit and loss accounts occur by further direct calcula-' 
tions. 

When the model has been converted to a computer 
program, it would be quite possible to run it by sending it 
through the post to a. central computer, obtaining the 
answer in two days. But this results in a delay which can 
reduce the value of the calculations. The model is, there- 
fore, programmed through a conversational terminal 
which is on-line to the computer 120 miles away. When a 
calculation or a revision needs to be done, an accountant 
or an analyst sits at the keyboard to type in a few instruc-- 
tions. Within minutes the answer is printed out in front 
of him; if he is not happy with it, or if he wishes to pursue 
further calculations, he can do this straight away, so that 
his line of thought remains fresh in his mind and the 
calculations have an immediate impact. This is by far the 
most important feature of the new system. 

Models are being constructed for each plant in the 
Division. This requires the services of an OR analyst 
familiar with computing terminals. He has to understand 
the logic of the plant processes and their cost components . 
in order to draw up his model on paper and program it. 
Once the model is in being, it can be used indefinitely. 
Even if the plant is changed in some way, the necessary 
re-modelling is a fairly quick process. 


Advantages of the system 
The advantages of this system have been found to be: 


(i) since. the model stays in being, it is worth building in 
greater accuracy than would be worth while in ‘back of the 
envelope' calculations; 


(ii) the speed of response is useful. The availability TM an. 
answer within minutes of the question means; that! the 
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decision taker does not have to think himself into the 
situation again; 


(iii) the model is designed to be manipulated against st different 

estimates and performance but quickly and, most 

` importantly, the contrasts that emerge аге on a cón- 
sistent basis; 

(iv) unlike some complicated management techniques, these 
‘computer models are readily appreciable by operating 
managers and accountants; 

(v) the model can be programmed to give selective outputs 
to serve different functional purposes. Thus, it can give 
material balances, or a profit and loss account, or both; 


(vi) a more philosophical point and one of considerable value; 
the use of such models can have a unifying purpose. A 
general manager, an accountant and. an engineer all have 
а common quantitative reference point for their discus- 
sion about a plant and for their decision-making. 
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Scope of the system 


The scope for these computer models is in no sense limited 
to coking plants alone. It appears that such models 
will aave a value in almost any industry and a brief indica- 
tion of how they are constructed shows that they do not 
rely on the technology of a particular process. It is prob- 
ably true that such: models are particularly easily con- 
structed for process industry where yields of products 
and plant performarice are relatively constant. 

In the NCB the Operational Research Executivé is now 
widening this modelling approach to apply to the less 
precictable mining operations. Moreover, the OR executive, 
as part of its OR consulting services, and computer 
services, who market externally as ‘NCB Computer Power’, 
are setting out to make the experience of this modelling 
app-oach available to industry outside the NCB. 








Taxation 
Cases 


. Crabtree v. Hinchcliffe 
In the House of Lords — October 27th, 1971 


(Before Lord Кер, Lord Morris or BORTH-Y-GEST, Viscount 
DILHORNE, Lord Donovan and Lord PEARSON), 


Capital gains tax — Shares — Quoted on April 6th, 1965 — Negotia- 

. tions for take-over — Public not aware — Higher price in take-over — 

. Whether quoted price proper measure of market value — Finance 
Act 1665, section 44, Schedule 6, paragraph 22. 


The taxpayer owned a large holding of ordinary stock in a public 
company of which he was a joint managing director. On April 
6th, 1965, the Stock Exchange middle market quotation was 
425 6d per unit of stock. In 1964 negotiations had begun for a 
take-over of the entire capital of the company by Vickers Ltd, 
and by April 6th, 1965, the negotiations were well advanced. 
Only a few individuals, including the taxpayer, were aware of the 
negotiations until August 17th, 1965, when it was announced in 
the Press that the negotiations had been completed the previous 
day. Under the take-over agreement the taxpayer received 555 
.for each ordinary stock unit. Information about the negotiations 
should have been given to the Stock Exchange at some time 
_ before April 6th, 1965, but that was not done. 

The taxpayer was assessed to capital gains tax on the basis 
that the market value of the ordinary stock at April 6th, 1965, 
was 425 6d per unit, but he claimed that that value had to be 
increased by reference to the above negotiations. The Special 
Commissioners decided that special circumstances, within 
section 44 (3) of the Finance Act 1965 existed, so that the 
quoted price on April 6th, 1965, was not a proper measure of the 

market value, at that date; and they decided on the evidence 
given by а director of a merchant bank, and by a partner in an 
ofdzestablished firm..of stockbrokers, that the market value of 
the Ordmury : stock at April 6th, 1965, was 51s 34. " | 
SHA ithing the judgment of the Court of Appeal, The 


Accountant, December 17th, 1970): the matters in question did- 
not form a special circumstance. 


In re Lynall 
In the House of Lords – October 27th, 1971 


(Before Lord Rem, Lord Morris or Bortu-y-Gest, Viscount 
DILHORNE, Lord Donovan and Lord Рвавѕом) 


Estate duty — Valuation ~ Shares in private company ~ Hypo- 
thezical sale — Restrictions on transfer — Small dividend policy = 
Possible surtax directions ~ Ratio of assets to liabilities — Possible 
putlic floatation ~ Whether intrinsic value test to be applied ~ 
WFether unpublished information relevant — Whether information 
elicited on inquiry relevant — Finance Act 1894, sections 7 (5), 
IO — Income Tax Act 1952, section 245 — Finance Act 1965, 
seccion 44 (1). 
The deceased died on May 21st, 1962, possessed of 67,880 
orcinary shares of {1 each in a private company carrying on 
the manufacture of cold-forged fasteners'including screws, bolts 
and rivets. The shares represented an interest of 28 per cent in 
the total of 241,700, issued shares. All the shares were held Бу, 
the Lynall family except 200 shares held by the general manager. 
He and the family shareholders were also the directors. The 
company's articles of association required that an outgoing 
shareholder should offer his shares to the remaining share- 
holders at a fair value; but at the time of the deceased's death a 
va ue had never been fixed. : 

Between the accounting period ended July 31st, 1957, and 
that ended July 31st, 1961 (the last accounting period before the ` 
deceased's death) the company’s turnover had risen from 
£079,000 to £1,607,600, and the profits available for dividend 
from £35,456 to £135,496. The policy of the board had always 
been to pay a small dividend, and to plough back the balance 
of the profits. The rate of dividend for each of the five periods 
pror to the death had increased, and for the period ended 
July 31st, 1961, was 15 per cent. The dividend policy was 
influenced by the desire to avoid a surtax direction. Between 
1657 and 1961 the fixed assets at cost less depreciation had risen 
from £259,376 to £396,753, and the development had been 
financed entirely out of accumulated profits. The cash resources 
had increased from £218,783 to £263,200. The only liability for 
borrowed money was a mortgage of £12,000. The ratio of 
current assets to current liabilities had gone up from 1:7 : 1 
te 2:4 : 1. At July 31st, 1961, the company was committed to 
capital expenditure estimated at £105,000. 

The information above was available to a prospective seller 
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and buyer of shares in the company at the date of the death.’ 


But in addition to (1) the accounts for the period ended July 
31st, 1962, and (2) the chairman's speech on the accounts for 
the previous period, there were other documents not available, 
namely, (3) minutes and other documents which had come into 
existence in the deceased's lifetime, and which related to the 
raising of money for paying future estate duty and to a possible 
public floatation; (4) interim' monthly trading statements 
prepared for the board during the nine months since July 31st, 
1961. If a prospective purchaser had inquired as to the profit 
and dividend for the period to July 31st, 1962, he would have 
been told that they were expected to be the same as for the 
previous period. There was evidence that before the price of 
any substantial minority holding of shares was agreed, the 
purchaser invariably asked that he or his advisers should be 
supplied with information affecting the value of the shares, and 
not to be found in the published accounts; and that such inform- 
ation was always givén. 

The possibility of a- public issue: became more and more 
remote, and an inquirer would: not have been given access to 
the.documients relating to that matter. There was, however, a 
public issue of 274 per cent of the shares in July 1963, at £7. 16s 
a share, and the issue was over-subscribed 22 times. 


'The Inland Revenue estimated the open market price of е. 


deceased's shares at £5 10s a share; the executors’ estimate 
was £2 to £2 155. 

Held (reversing the Бәд of the Court of Appeal): as the 
information confidential to the board would not have been 
disclosed to the public, it could not be assumed that purchasers 
in the open market would have knowledge of it; and that the 
value per share was £3 10s. 
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Owen у. Burden 


In the Court of Appeal – 


(Before Lord Justice Satmon, Lord Justice BUCKLEY and 
Lord Justice Orr) 


Employment — Engineer and county surveyor — Visit abroad to 
World Road Conference — Whether expenses allowable — Income 
Tax Act 1952, Schedule 9, paragraph 7. 


The taxpayer, the Engineer and County Surveyor of Denbigh, 
attended the World Road Conference in Tokyo in November 
1967. Àn important feature of the taxpayer's work as County 
Surveyor concerned a by-pass scheme in which three other 
authorities were also involved. The taxpayer devised a scheme 
involving the building of a bridge on dry land, whereas the 
other authorities wished the bridge to be in a river. At the 
World Road Conference the taxpayer asked a question as to the 
relative costs of two such bridges, and he received an answer 
which supported his own opinion. The net expenses of the visit. 
came to £485. 

. The taxpayer contended that he needed an independent and 
second opinion as to the relative cost of the two bridge schemes; 
and that that involved him in going to Tokyo, where he ob- 
tained the opinion he desired to have. It was contended for the 
Revenue that the taxpayer was not necessarily obliged to incur 
the expense; and that it was not incurred wholly, exclusively 
and necessarily in the performance of his duties. The General 
Commissioners decided in favour of the Revenue. | 

Held (affirming the judgment of Mr Justice Plowman, 
The Accountant, June 3rd, 1971): the General Commissioners’ 
decision was correct. 


October 2oth, 1971. 


Dalgety Builds for the Future 


Т is remarkable that the chairman of Dalgety Ltd should, 

in his report to the 87th annual. meeting of the company, 
refer to essential moves designed to establish ‘a very sound 
basic business on which we can build for the future’. For a 
number of yedrs now Dalgety have been trying to establish that 
base and in the process have spread their range of activities 
far beyond the Australian pastoral and agency operations on 
which the original fortunes of the organization were based. 

The grand design of diversification within the range of 
interests of which Dalgety has knowledge ~ agriculture, mer- 
chanting and food – has not been a raging success. Since 1962, 
total capital employed in the group has advanced from £39°52 
to £68:60 million, within which period ordinary shareholders’. 
funds have increased from {21°35 to 38:17 million. 

In r962, the return on ordinary shareholders! funds was 
5:2 per cent, and although the return has been up to 8:9 per 
cent in the interim it was down to a mere 3:2 per cent in the 
past year. There were particular reasons for the poor 1970-71 
earnings performance but particular reasons do not alter the 
fact that net profits which were £1,227,000 in 1962 were only 
Á 1,411,000 last year, and allowing for inflation in the interim 
the true worth of earnings has fallen steeply over the past 
decade of physical extension of the group. 


Traditional base 


"Analysis of results by activities' included in the reprint shows 
the decline in earnings in Australia and New Zealand and the 


poor performance in the United States, with the combined 
effect far from fully offset by improvement in Canada and the 
United Kingdom. Throughout the period covered by the 
analysis, and indeed over the past ten years, there has been 
considerable activity within the Dalgety organization on the 
grand design to enlarge the group with lessened dependence on 
Australian wool interests. Those interests were still expected 
to grow in worth but their growth would be outstripped by 
new growth from developments elsewhere. 

, Dalgety's business was traditionally based on providing а 
comprehensive service to farmers and pastoralists in Australia 
and New Zealand, supplying them with equipment and mer- 
chandise, selling their produce and, through extensive shipping 
interests, arranging the transporting and marketing of that 
produce in almost every part of the world. Dalgety own pastoral 
properties in Australia and New Zealand and are directly 
involved there and elsewhere in producing many primary and 
secondary agricultural products. 


Changes 
Expansion in recent years has taken the group into associated 
fields such as wine production and distribution, veterinary 
vaccines, agricultural chemicals and feeding stuffs. The group 
also has interests in property development, metal fabrication, 
manufacture of household appliances, transport, lumber, food 
processing and coal mining. 

Considering all these things, it is no mean achievement for ne 
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. company to get its accounts to June 3oth into shareholders’ 
_ hands by November gth. But some shareholders who may con- 
sider that the group’s activities are already too widely spread 
may be perturbed at the intended re-wording of the objects 
clause in the memorandum of association so as to allow the 
company to invest in a wider range of activities. 

On the other hand, shareholders may take kindly to the 
indications of tightened management and.boardroom control. 
" Lieut-Col C. P. Dawnay, chairman for the past 14 years, is to 
resign as chairman because he considers the company has 
reached a stage where ‘it needs someone as chairman who can 
devote the whole of his energies to its business’. That person is 

to be Mr К. A. Withers, F.c.a., presently deputy chairman 
` and managing director. The Hon. J. A. Turner and Mr H. 5. 
Mellor, non-executive directors, are giving up their executive 
positions with Lazard Brothers and Morgan Grenfell and 
joining the Dalgety board as full-time executive directors. 
Co-opted to the board will be Mr M. J. Dowdy, F.c.a., finance 
. controller of the group since 1968, and Mr G. T. Pryce, managing 
director of Dalgety UK. 

There is evidence in this year's accounts and in the chairman's 
statement that action is already being taken to improve both 
the financial end operating situations. Sales of premises in 
Australia have realized profits of £1,534,000, largely offset by 
provisions totalling £1,458,000 for losses arising on poultry 
operations in the United States. During the current year the 

· Dalgety headquarters building in the City of London has been 
sold for £3:35 million and for an estimated profit of £1,800,000. 


Wool slump 


In considering the poor 1970—71 profit performance, due allow- 
ance must be made for conditions in the Australian wool 
industry which were little short of slump. When wool prices 
fall heavily, the whole rural economy in Australia is depressed 
and there is precious little that Dalgety can do about it except 
remember that it has happened before and that recovery has 
always happened in the past. 

But it is another matter in the United States where losses 
have been suffered in a poultry operation in California. Since 
the acquisition of a company called Balfour Guthrie in 1966 
` there have been constant problems in poultry operations and 
because of the large cyclical swings that occur in this business, 
losses are disproportionate to profits made elsewhere in the 
United States in trading and steamship agencies. - 

It has been decided to try and find a buyer for the poultry 
business but it is considered ‘prudent’ to make a provision of 
£1,250,000 against further losses in the poultry operations and 
of a further £208,000 against a loan to the chicken processing 
company. The auditors’ comment will be noted. | 

Termination of these poultry losses, the contraction, rationali- 
zation and consolidation of the traditional rural business in 
Australia and the sale of some pastoral properties form the basis 
' on which the group can build for the future. 


Long wait 


: The retiring chairman comments that ‘although the steps we 
are taking will not put matters right overnight, the long-term 
future is more reassuring’. 

Elimination of the poultry losses in the United States would 
make an immediate and particular impression on net earnings 
since, in the year under review, it was not possible to obtain 
tax relief on those losses against profits earned elsewhere. The 
group tax charge was therefore abnormally high at 51 per.cent 
against the previous year’s 44 per cent. 

. But the fact of a fall of over £1 million in net earnings after 
tax and minority interests is still there. The ordinary dividend — 
reduced from 13 to ro per cent — is at the lowest level since the 
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intrcduction of corporation tax. For 1964—65, the pre-corpora-. 
tion tax year, the gross equivalent of dividends declared ‘free 
of tax’ was 17 per cent. 

Tae gross payment for 1965-66 and the following two 
years was 12 per cent, followed by two years at 13 per cent. 


` Dalgety shareholders have been a long time waiting for growth 


and even now only see the company reorganized to a point where 
a bate for future expansion is considered to have been laid. 


Toe Late 


AST May in his statement to shareholders in Maurice James 

Holdings, Mr L. M. James, the chairman, said: ‘I am parti- 
cula-ly concerned that the Group's accountancy system should 
be scandardized as quickly as possible and brought to a high 
leve: of efficiency and steps have been taken to achieve this.’ 
Thece is therefore something of the inevitable about his recent 
interim statement that 'owing to difficulties in the changeover 
of systems and teething troubles with the computer, there was a 
delaz in obtaining accurate figures and statistics essential in my 
view to the complex management of this business’. The business 
is mainly in car and commercial vehicle storage and distribution 
from a number of depots. : | 

There is a further touch of the inevitable in that ‘when the 
necessary figures were obtained they showed the situation to be 
worse than expected’. Although the directors realized that 
certain depots were losing money, it was not appreciated until 
the zix months' figures had been prepared that the car distribu- 
tion business as a whole was not making a profit. If correct 
info-mation could have been prepared earlier, management 
would have taken the more drastic steps which have now had `. 
to bz taken to improve the situation. 

-ofits elsewhere in the organization meant that half-year 
pre-tax earnings were £52,500 against a corresponding £160,000. 
Interests in selling packed and industrial solid fuels have been 
sold. for about £360,000 against a book value of £402,000 and 
on -he main car delivery side an expensive and unsuitable 
depst at Cowley has been sold. 

Bat the company suffers from labour militancy and trade 
unicns have refused to.accept redundancy. It has been.imposs- 
ible to reduce pérsonnel engaged on delivery of commercial 
vehicles even though 'the market has been and is still the worst 
it hes been since the war’. 

„Газе May Mr James was confident that 1971 would prove to 
be a. very encouraging year with further progress being made in 
future years. Now he admits that it is ‘very difficult to forecast 
results for the present year in view of the difficult labour 
situztion'. | | 


Forbuoys 


‘t {ERTAIN financial statistics for the ten years ended 

30th June, 1967’ is an unusual page title in the Forbuoys 
repcrt, and the statistics are certainly unusual. Forbuoys 
operates a major chain of newsagents and tobacconists shops and 
the Statistics in the ten-year record open with the number of 
brarches. This has risen steadily from 143 to 290 during the 
ten-year period and the branches’ figure immediately puts other 
figu-es in the record into perspective. 

Im 1961-62, turnover from 142 branches was £3,881,000 
whereas in the past year it was {72,215,000 from 290. Similarly, 
pre-tax profits were £239,000 from 142 branches in 1962 and . 
£723,000 from 29o branches in 1970-71. Beneath both the 
turrover and profit lines in the statistics the percentage per 
annum rate of growth is provided. Only once in the ten years 
has Forbuoys been near the minus sign for annual growth and 
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that was in 1968-69 when the growth rate was a mere o-2 per ` 
cent. 

The past year's growth rate of 29:4 per cent was in fact the 
best since е 26-1-per cent of 1964-65 and was achieved on a 
13 per cent rise in turnover. In the first 13 weeks of the current 
year there has been a 16:9 per cent increase in sales and the total 
number of branches has been increased to 295. Shareholders 
are told that before Christmas the company expects to complete 
four further purchases of established businesses and to open at 
least a further five new branches. | 


Stothert & Pitt 


DIFFICULT decade for Stothert & Pitt, the construction 

equipment, crane making and engineering group, has 
ended with heavy writing down of stocks and fixed assets. In 
1961-62, group turnover was {£71 million and pre-tax profit 
£786,000. In the past year, turnover was [7'6 million and pre- 
tax profit £213,000 before charging exceptional items and tax 
adjustments of a net £500,404. That charge was arrived at as the 
writing off of £675,070 in respect of obsolescent stocks and 
work in progress and writing back £174,666 from.tax equaliza- 
lion accounts and provisions. Included in the £675,070 is a 
provision of £25,000 for possible future losses on exchange. 

So far as fixed assets are concerned, net book values of plant, 

"machinery and equipment (/293,696) and fixtures, fittings, 
Joose tools, patterns and drawings (£148,000) bought prior to 
June 3oth, 1958, and revalued at that date, have been written 
down to nil. The depreciation of the year is reduced by £94,357 
as a result and the reduced charge is considered ‘a fair and 
adequate charge in current circumstances’. 

-The value of investments in two associated companies has 
been written down by £77,154 to market value in one case and 
written off by £39,989 in another. The total amounts of £558,839 
written off have been charged against capital reserves. The 
auditors do not comment in their report other than to state that 
the accounts give a true and fair view . . . ‘of the loss, after 
exceptional items . . .’. 

The charges and write-offs are the financial indications of a 
major reorganization of the group under a reorganized board. 
Sale of subsidiaries, concentration of work sites, and better 
financial control have combined, as the new chairman says, 'to 
deal with profit and cash situations which had béen developing 


for some years and became critical early in 1971'. The pre-tax ` 


profit of £213,000 before exceptional charges was in fact a 
major improvement on the previous year's £22,000. 


Overhaul . 


Si а POTTERIES (HOLDINGS) has 
ме been through the financial wars in its time but over the past ` 
five years there has been an all-round improvement in opera- 
tions and earnings. Turnover has risen from 1,432,617 to 
£2,890,496, including a rise from £53,500. to £641,243 in 
exports, with pre-tax profits climbing smartly from a mere 
£38,642 to £290,691. Bo. ' 

- Trading profits have come up from £97,996 to £336,594 
and as a percentage of capital employed have risen from 12:0 to 
24:6 per cent. Earnings per share have advanced from 3:4 to 
17:3p with the dividend per share doubled, at 6-2p. 

The 1970-71 accounts show a 66 per cent rise in pre-tax 
profit on a near 20 per cent rise in turnover and Mr Ambrose 
Harding, F.c.a., the chairman, comments that ‘the group has 
held down its costs as far as possible by mechanization and other 
means and has not been carried away by the current inflation.’ ` 

The balance sheet reflects heavy expenditure on additional 
buildings, plant and equipment, with resources replenished 


ACCOUNTANT | 


during the year by an issue of convertible loan stock. ‘As the 


company has expanded so rapidly’, Mr Harding says ‘it has .- 


been necessary to overhaul the internal accounting procedure 
so that during the current year we can conduct a method of 
budget accounting in an all-out effort to hold down costs and 
ensure a profitable enterprise.’ 

He could with advantage have spared a few more words on 
that subject. io 


Smiths Industries . 
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ECENTRALIZED management control as practised by | 


Smiths Industries is an undoubted success. In the conser- 


.vative words of the chairman, Mr Ralph Gordon-Smith, the 


system ‘continues to be effective’. The policy allows the divi- 


sional general managers a large measure of autonomy in ' 


managing the affairs of their divisions but ensures that their 
performance is closely monitored by a strong corporate manage- 
ment and staff. E FN 
With the range of the group's interests growing and the need 
to anticipate the retirement of two executive directors, it has 
been decided to take decentralization further by regrouping the 
operating activities in the UK into six groups instead of three. 
Motor accessories; tubing and building supplies; car radio, 


'clock and watch, medical, hydraulics and air moving; industrial 


instruments, systems and ceramics; aviation; and wholesale and 
retail are the six UK divisions. | MON 

A newly appointed deputy managing director will be respons- 
ible for monitoring the performance of the operating groups. 
'This will leave the chief executive with more time to influence 
the medium and long-term policies of the company. 


Hume Holdings 


HERE are some enlightening statistics with the 1970-71 
„i annual report of Hume Holdings, the investment trust. 
‘Equity Dividend Statistics’ show that out of Hume's 99 equity 
holdings there were 55 dividend increases; 42 unchanged 
dividends; and only two reductions during the year; the 


E 


percentages being 56 per cent up, 42 per cent unchanged, and | 


2 per cent down. 

This performance of the trust contrasted with the com- 
parative figures for the same period published in The Sunday 
Times Business News. These showed that of 3,829 companies 
covered, 1,565 increased their dividends; 1,667 made no change, 
and there were 597 reductions, giving percentages of 41 per cent 
up, 43 per cent unchanged, and 16 per cent down. Hume won 
handsomely: 


‘Parent company expense ratios’ show that the percentage. 


of revenue takén by expenses was 10°3 per cent in 1971 against 
to'r per cent in 1969-70. Directors’ fees were up from 0:8 per 
cent to 1:2 per cent, but ‘General Expenses’ were reduced from 
8-9 per cent to 8:7 per cent with depreciation and audit fees 
unchanged at 0-3 per cent and o-1 per cent respectively. There 
would seem to be room for improvement in the final expense 
factor. 

'Classified Distribution of Investments by Value' in the 
parent company is provided by investment sector as well as 


` geographically. Distribution of assets on a group basis is shown 


geographically in terms of stocks and shares, property, debtors 
and prepaid charges and cash and short-term deposits. 

The report concludes with a ‘Five Year Summary of Results’ 
but Mr james Scrimgeour, the chairman, takes the view back 
ten years in his survey. Over that period net asset value ger 
share has risen from the equivalent of 26p to 65p — a compound 
growth rate of то per cent per annum. 
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November 25th, 1971 


City Motes 


HE London equity market is so y clearly ebbing and flowing 
within the 400 and 430 limits of the ЕТ Index that pro- 
fessional operators are enjoying themselves floating with the 
tide. With little basic change in the economic and industrial 
situations, the market is left to the devices of the professionals 
who are prepared to take their profits at 430 and buy back 
again at 400. 
Meanwhile, there is still much talk of possible international 
currency settlements or of continuing impasse in the negotia- 
. tions ~ more particularly the latter — and continuing evidence 
that whatever may be happening on the fringes of consumer 
demand, capital demand refuses to budge. Having learnt to live 
a more efficient life, industry is content to operate on a much 
lower and much more controlled stock base than before with the 
result, for example, that manufacturers of car components, 
castings and even steel complain that if.the car-makers are, in 
fact, increasing production, they are creating cars out of thin 
air. 
What is happening, however, is that whereas cars are in 
some demand, commercial vehicles certainly are not, and will 
: not be until the Common Market issue is settled and British 
fleet owners know what trucks they will be allowed to operate. 
. Like others in varying industries, the commercial vehicle 
operators are waiting and seeing. Or rather, they are simply 
"waiting — there is nothing much to see for the time being. 


fun Uc * ж * 
HE autumn rush of new issués has predictably brought out 


the ‘stags’ in force. In the majority of issues there has been the” 


- familiar performance of heavy oversubscription and allotment 
by ballot. ‘There could be a lesson of a kind to be learnt from 
‘the performances of the issues. 

"Опе, the details of which came so late that it was given little 
„publicity at all in the national press, was a resounding success, 
if. success is measured in terms of the number of times over- 
subscribed. The other was given so’ inuch pre-issue exposure 


and so much preliminary build-up that by the time the offer 
appeared new issue followers had given up interest or had even 
became suspicious. 

The sponsors may claim that twice covered is good enough 
and more desirable. than hectic oversubscription, but under 
circumstances when other offers receive the full stagging 
treatment the claim is questionable. There may not be such a 
ching as bad publicity but there certainly is such a thing as too 
much of it. 

* * * * Й 
NDOUBTEDLY the groundwork to the proposed amal- 
gamation of all stock markets in the United Kingdom and 

Ireland into one Stock Exchange has been well and truly done. 
The first steps towards amalgamation — the grouping of the 
original independent Stock Exchanges into regional exchanges ~ 
Scottish, Midlands and Western, Northern — has shown that 
Zederation does not necessarily mean loss of individuality. 
—ocal stockbrokers may be part of a much bigger regional stock 
market but they need not lose their local identity as a result. A 
stockbroker in Leeds, Newcastle or Manchester need be no 
kess of a local stockbroker simply because his local market is 
now a ‘floor’ of the Northern Stock Exchange. There is no 
reason why he need be any less of a local broker if his local 
market becomes a ‘floor’ of “The Stock Exchange'. 

Any fears of sweeping changes in local operations would seem 
t5 be allayed by the undertaking not to close any local market 
in the first three years of the amalgamation and then not to 


‘dlosé any until ёге is ап 80 per cent majority in the Council in 


favour. 

There will, however, be an end to the present restrictions on 
tranch offices and this may make some non-London firms 
wary. Investors, on the other hand, may wonder whether 


.cne Stock Exchange will mean loss of service to the small 


cperator who finds it increasingly difficult to find a London 
Eroker prepared to accept ‘small’ deals. 


RATES AND PRICES 


Closing prices, Monday, November 22nd, 1971 


Tax Reserve Certificates: (25.9.71) Companies 34%; 
2% surrendered for cach; Personal 34% 


2l | . Bank Rate : , 
‘Nov. 18, 1967 `.. 8% Маг. 5, 1979 7596 
Маг. 21,1968 .. "s April 15, 1970 796 
Sept. r9, 1968 js April 1, 1971 .. 6% 
"Веб. 27,1969  .. E 10 ‚ Вере. 2, 1971  .. ve A 5% 
Finance House Base Rate — November 151, 1971. 54% 
Treasury Bills 
Sept. 17 .. £48049% Oct. 22 .. £4 572395 
Sept. 24 .. £4°7531% Oct. 29 .. £45610% 
Oct. 1 .. £47235% Nov. 5 -. £45693% 
Oct. 8 25 .. £46763% Nov. 12 .. L45480% 
Oct. 15 sea . £4°6103% Nov. 19 . £45135% 
Money Rates 
‘Day to day 2-44% Bank Bills 
7days .. 44-48% 2 months 43-48% 
Fine Trade Bills | 3 months .. 43-48% 
«3 months’ 54% 4 months > –4%% 
4 months 54% 6 months : 11-484 
6 months. 53% ; 


Foreign Exchanges 
New York 2:4938 Frankfurt 8:3000 
Montreal 2°4990 Milan 1528:00 
Amsterdam 8:3012 Oslo 171237 
B-ussels ' 115'14 Paris 13°7630 
Copenhagen 18-0825 Zürich 9'9137 
: Gilt-edged 

Consols 4% 47% Funding 64% 85-87 90i 
Consols 24% 298 Savings 3% 65-75 93M 
Conversion 34% .. 41% Treasury 9% 1994 .. 105} 
Conversion 54% 1974 .. 100 Treasury 64% 1976 .. 102% 
Conversion 6% 1972 . 100% Treasury 34% 77-80 . 844 
Funding 34% 99-04 .. 52%. Treasury 34% 79-81 84$ 
Funding 4% 60-90 972 Treasury 5% 86-89 76% 
Funding 54% 78-80 921 Treasury 54% 08-12 69$ 
Funding 5$% 82-84 .. 92¢ Treasury 2395 29$ 
Funding 52% 87—01 .. 82 Victory 4% ZA . 97i 
Fending 6% 1993 81 War Loan 34% .. . ° 41$ 
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LETTERS 


Patterns for the 
Profession? 


Sim, – Your leading article ‘Patterns for the profession?’ 
(November r8th issue) is timely and impressive in its logic. 
Enough time has elapsed since the débacle of the English 
Institute’s vote on the abortive integration scheme for the 
members of the various bodies to have thought out the implica- 
tions of that decision and the debate should now be resumed on 
possible alternative solutions. 

The rest of the profession cannot now look to the Institute 
for a further lead as it is too deeply absorbed with its own 
financial and administrative problems, and the Association and 
the ICWA, in particular, would be well advised to consider, 
if they have not already done so, the logic and wisdom of a 
merger on the lines you have suggested. For professional bodies, 
as for industrial companies, there is only a limited future for 
smaller units and a combined Association/ICWA body with a 
special division for practising members would make an in- 
fluential counterweight to the practice-dominated sector 
represented in Moorgate Place. 

The resources provided by the combined memberships would 
facilitate vastly better services, particularly in the provision of 
research and technical literature designed for the specific 
requirements of accountants in industry and commerce. 

Vested interest may prefer to stifle or divert discussion and I 
therefore hope that many members of the two bodies will 
respond to the lead you are giving. It would be short-sighted 
and sad if parochial attitudes within their ranks were to répeat 
the history of the English Institute’s vote and, given the will 
to make it work, such a merger could give proper safeguards for 
the interests of the Association's (and ICWA's) practising 
members. 

Yours faithfully, 


Harpenden, Herts, DESMOND СОСН, F.c.c.a. 


Absurdities of Taxation 


Sir, ~ Thank you very much for The Accountant synopsis of 
the Finance Act 1971 with your issue of November 4th. 

It says much for the absurdity to which taxation has now 
been reduced that Part 1: Customs and Excise, of the Finance 
Act 1971, refers to, ‘Bingo duty: anti-avoidance rules’. No, 
seriously, that is not a music hall joke, it is a new section in a 
new Act of Parliament which Government has seen fit to table in 
the House this year. I nearly had a fit when I saw it. 

The Act is full of such absurdities. There is a section, fraught 
with enormous and significant portent, referring to ‘disregard 
of aggregate income below £5’. Imagine it! Another gem, 
‘revised disallowance for family allowances’. 

‘Entry outwards of certain export goods’ defies understanding. 
‘Higher enhanced limit for older claimants’ is difficult, if not 
impossible to comprehend. ‘Retrospective retrieval of un- 
utilized premiums’ conjures up — what? ‘Meaning of exemption 
from surtax’ presumably means the opposite! 

It is difficult to believe that at the residential conference 
for members of the London and District Society of Chartered 
Accountants at Brighton recently, members enjoyed themselves; 
but there is, as we know, no accounting for taste! 


Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL, F.c.a. 
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Cash Flow Accounting 


Sir, ~ Conventional accounts match the year's income with the 
year's expenditure so as to produce the year’s profit — which 
may be in the form of capital assets, stock or debtors as well as 
cash. Professor G. H. Lawson, in his two articles in the October 
28th and November 4th issues of The Accountant, puts forward 
his ideas on cash flow accounting which, while abandoning the 
convention of the annual matching of income and expenditure, 
attempt to classify receipts and payments according to the year 
of expected receipt and payment. 

An important matter which Professor Lawson overlooks is 
that such a cash flow framework must include ail receipts which 
are capable of being matched with payments, and all payments 
which are capable of being matched with receipts. 

It is highly likely that sales receipts in year 1 should be 
matched with payments made in the past. Such unmatched 
payments (e.g., on capital assets) could be listed in the form of 
an opening balance sheet, but Professor Lawson does not seem 
to find an opening balance sheet necessary in his cash flow 
financial system. 

The one great advantage of our conventional system of 
accounts is that it is the best method we know of sorting un- 
matched payments from matched payments. Until Professor 
Lawson incorporates such a sorting device into his cash flow 
system, we must regard his proposals as highly inaccurate, 


Yours faithfully, 


London Wr. P. L. GRIFFITHS, B.COM., A.C.A. 


The Second Sacred Tablet 


Sm, – My attention has been drawn to two matters arising 
from my letter in your issue of November r1th. First, my reason 
for using the expression ‘The Accountant Omniscient? was the 
ASSC’s egotistic claim: 
‘As accounting standards become established through 
publication of statements of standard accounting practice’... . 


Secondly, in expressing my views as to the future of SSAPr, 
I had no knowledge of any official reconsideration; while I 
understand that withdrawal would be widely and warmly 
welcomed, it may take a little longer for the ASSC ‘to see the 
light of day’. 
Yours faithfully, 


Cheam, Surrey. JACK CLAYTON. 
[Readers will appreciate that Mr Clayton was, and is, expressing 
only his own views. We can state authoritatively that there is no 
question of SSAP1 — ‘Accounting for the results of associated 
companies — being withdrawn or abandoned. It remains a 
definitive statement which becomes fully effective on December 
31st. — Editor.] 


Encouraging the Small Business 


Sir, – The writer was interested to read your comments on 
the findings of the Bolton Committee of Inquiry on the 
question of small businesses (November r1th issue). 

A substantial role could be played by very small firms as an 
additional impetus to creating further trade, industry and 
employment in development areas. But this type of firm is very 
often short of finance, and too often some person or persons, 
with a good, sound idea, cannot even start a business or industry 
because they cannot find capital for a small venture, as obtaining 
capital for a venture in development areas can be difficult. . 

Could not the Department of Trade and Industry, or some 
suitable government department, where appropriate, guarantee 
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a bank overdraft after reasonable investigation into a project, 
no matter how small, the loan to be normally repaid over a 
period of five years. The firm concerned would pay a fee to the 
Department of Trade and Industry for advice given, and an 
insurance premium so that the taxpayer would not have to find 
a single penny to promote trade and industry in development 
areas in this way. 

Small‘ firms in development areas can provide economic 
strength because these areas in the past have too often been 
too dependent upon the large *heavy' industries, who are feeling 
increasing problems of stagnation. | 

А concern solely іп a development area, no matter how small, 
will be more determined to continue in times of recession. 
Small firms need only a limited management capacity, but some 
of these firms would undoubtedly grow and develop, once they 
had become established concerns. 

This suggestion need not necessarily be worked through a 
government department excepting for the department acting 
in an advisory capacity. The insurance no doubt could be 
arranged through insurance companies or Lloyd's under- 
writers. The various banks and financial institutions would no 
doubt consider the provision of overdrafts or loans, in approved 

, cases where an insurance guarantee existed; furthermore, local 


ACCOUNIANT 


November 25th, 1971 


authorities could be encouraged to undertake this type of 
activity themselves. 
Yours faithfully, 


FRED. W. SIMPSON, А.С.1.5., A.A.L.A. 
Tynemouth, Northumberland 


Honey or Merit? 


Сів, - I doubt if the readers of The Accountant would wish 
your columns to embark on a prolonged debate on military 
sociology. May I just commert mildly on the dissertation on the - 
purchase of commissions by ‘An Industrious Accountant’ in 
your issue of November 11th, that his glib phrase ‘hence so 
many of our military disasters’ could perfectly well be stood 
cn its head and made ‘hence so many of our military victories’. 
Weither claim can be evaluated with any confidence. 

A point of view on purchase of commissions which is seldom 
given the benefit of historical hindsight is that the sale of his last 
zppointment provided a source of funds to the officer for his re- 
tirement which was not then available from a government pension. 


Yours faithfully, 
E. E. HUNT. 


London ECA. 


Accountant's Right to Exercise Judgement 


Views of Scottish Institute’s President 


HE Dumfries and Galloway Asso- 

ciation of Scottish Chartered Ac- 
countants held their 12th annual dinner 
at the Station Hotel, Dumfries, on No- 
. vember 12th, when Mr James Pearson, 
C.A., Chairman of the Association, pre- 
sided and welcomed a total of 49 mem- 
bers and guests. 

The toast of The Institute of Chartered 
Accountants of Scotland was proposed 
by Mr A. R. Devereux, managing 
director of Scotcros Ltd, which controls 
several companies in the area, and Mr 
G. C. Patterson, c.a., President of the 
Institute, replied. 

. Inthe course of his reply, Mr Patterson 

said: ‘It has of recent years become 
popular to “knock” the accountant. When- 
ever any financial disaster or calamity 
comes to light there is immediately a 
frenzied search for a scapegoat and 
almost inevitably the principal contender 
for this honour is an accountant in some 
shape or form. The fact that this is very 
: often unjust and unjustifiable never 
receives the publicity which is accorded 
to the initial catastrophe. This has led 
to a strong movement to set up standards 
which it is hoped, if adhered to, will 
result in the profession being, to a certain 
extent, immune from undeserved attacks 
and would preserve its image in the public 
eye; to say nothing of the public’s 
pogkets. 

‘I think, however, it is extremely 
important that whatever standards may 


or may not be set up, the profession 
must retain its right, and through the 


profession the тама за! accountant his: 


right, to exercise judgement. Without this 
the profession would, ia my view, become 
sterile. Any member of a profession, be 
it law, medicine, or zny other that you 
care to think about, jealously guards his 
right to exercise his own judgement.’ 


Closer relationship 


‘On several occasions of late’, said Mr 
Patterson, ‘the possibility of firms com- 
bining one or more individual profes- 
sions as we know them: has been seriously 
considered. I feel а progress along 
these lines will necessarily be slow and is 
bound to be dictated, in the end, by the 
needs and requirements of the public. It 
will, for instance, I would forecast, be a 
very long time befcre one has firms 
providing medical, accounting, archi- 
tectural, actuarial, etc., services all in one 
partnership under one roof. 

‘I can, however, envisage a much closer 
relationship between, say, the legal and 
accounting professions where there is 
already and inevitably a certain amount 
of overlapping (I refez particularly to the 
field of taxation) and direct collaboration 
in, shall we say, the issue of prospectuses 
— flotation of new companies, etc. 
These are merely my thoughts on the 
matter and in no sense reflect the views 
of your Council. Nevertheless, I think it 


is a facet of the professions which you 
might care to let your minds turn over 
without too much prejudice.’ 

Mr Patterson went on to say that with 
the entry of Britain into the Common 
Market it will be necessary to rethink 
many of the professional actions which 
for years had been taken as ‘gospel’. ‘For 
some considerable time the accountancy 
profession has been having long consulta- 
tions with the sister bodies both at home 
and abroad with a view to arriving at 
some common ground upon which the 
future international standards -of the 
profession can be built up. This is an 
enormous task and indeed stems right 
back to the educational bases in the many 
countries involved. 

“You will not be surprised to know 
that every country is completely satisfied 
that its own system is not only the best, 
but the only tenable one, and that every- 
body else, whether they may agree or not, 
is out of step. If you couple this to the 
inevitzble difficulties of trying to discuss 
technical problems in a foreign language 
you will realize that the process can only 
be slow, painful and sometimes dis- 
couraging.’ 


Not an exact science 


‘It sometimes seems to me that our 
Continental colleagues have one or more 
answers and are deeply engaged in a 


‘search for the problem. In this country, 
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however, I think we have at least realized 
that accounting is not the exact science it 
used to be considered. I would remind 
you of the days when the figures in 
balance sheets were expressed right down 
to the last halfpenny, signed by the 


CALL for closer integration between 

the methods of training young 
accountants was made by Lord Bowden, 
M.A., PH.D., M.SC.TECH., F.LE.E., F.B.I.M., 
principal of the University of Manchester 
Institute of Science and "Technology, 
at last Thursday’s annual dinner of the 
Manchester Society of Chartered Ac- 
countants. 

Proposing the toast of The Institute 
of Chartered Accountants in England and 
Wales, Lord Bowden said accountancy 
was one of the fastest-growing profes- 
sions and was now the most rapidly- 
growing source of employment for 
graduates. It was a sign of the times, he 
said, that accountancy now recruited 
twice as many graduates each year as 
the Civil Service. 

The growing complexity of the fiscal 
system made it impossible for any firm 
to manage without employing a large 
number of graduates, and he often 
thought that politicians erred by imposing 
taxes which cost so much to levy. 


Office or university ? 


It was wholly anomalous, said Lord 
Bowden, that a student with two 'A' 
levels who became an accountant could 
come out of articles after four years, 
while a graduate who spent three years 
at university had to spend a further 
three years articled; he could not 
believe that sitting in an office for a year 
was as useful as spending three years at 
university. On the other hand, account- 
ants could not be produced simply by 
exposing them to lectures. The most 
difficult part of the educational process 
was that which converted a graduate 
into a professional man. 

While the role of accountancy was 
changing, it was evident that the role 
of apprenticeship was becoming more 
important and significant, and he was 
sure that closer links could be established 
between the profession and its system of 
articled service on one hand and uni- 
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auditor, and taken as holy writ by the 
public.’ 

The modern accountant, said Mr 
Patterson, must not only draw experience 
from the past but be in a position to 
advise as to what in his view the future 
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of any particular business or enterprise is 
likely to be and what course the directors 
should pursue. This was a very heavily 
increased responsibility and went far 
beyond anything even remotely thought 
of as recently as one generation ago. 


Closer Links Wanted in 
Training Methods 


Lord Bowden's Remarks at Manchester Dinner 


versity methods on the other. He 
pleaded for something more to be done 
to improve liaison between the two parts 
of the educational process, which he felt 
was both necessary and inevitable. 

In reply, Mr Arthur Н. Walton, Е.С.А., 
the third President from Manchester 
in the history of the Institute, reiterated 
the profession's concern with the educa- 
tion of young accountants. However, 
he was not sure that the problems could 
be solved solely by dispensing with the 
entry of 'O' level school-leavers. 


The Institute's achievements 


'The Institute, said the President, had 
more than doubled in size since the 
1950s, and he ventured to think that its 
status and activities had kept pace. 

On inflation, he reminded his audience 





that accountants were tackling the sub- 
ject; the great trouble was that no 
political party when in office was pre- 
pared to acknowledge the existence of such 
a problem. They only recognized inflation 
when they were out of office, he said. 

Mr Walton spoke of aid which had 
been given to overseas countries and 
said the profession had every right to 
be proud of its achievements, which 
were perhaps not sufficiently known in 
some circles and not known at all in 
others. 

It was a serious risk to the account- 
ancy profession in any country that it 
might fail to be responsive to changing 
economic circumstances, or not keep 
abreast of new techniques. This type 
of failure was certain to overtake pro- 
fessional bodies if members did not 
exert their energies to the advantage of 
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(Taylor's Photographic Services, Manchester) 


Mr A. H. Walton, F.C.A., President of The Institute of Chartered Accountants in England and 
Wales (second from left), obviously enjoyed returning to his home ground. Pictured with «he 
President are Lord Bowden, M.A., Ph.D., the principal speaker (/eft) and Mr A. V. J. More, 


F.C.A., President of the Manchester Society. 





the profession, did not listen to public 
criticisms or review standards, or were 
;more concerned with retaining their own 
"privileges than their responsibilities to 
the. public. He urged accountants to 
listen to the stimulus of new ideas and 
techniques, and he hoped the pro- 
fession had so far managed to avoid the 
.pitfalls he had outlined. 


.. Mr Walton said the provinces should 
make their voices heard nationwide, so 
-that the Institute could exert its strength 
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to the utmost. He hoped that the Man- 
chester committee would be spurred 
to greater efforts and encouraged by the 
support and constructive criticisms of 
local accountants. 


A welcome to the guests was extended 
by Mr A. V. J. More, F.c.a., President 
of the Manchester Society of Chartered 
Accountants. He described it 2s particu- 
larly appropriate that the national Presi- 
dent should be a Mancunian during the 
centenary year of the Manchester Society. 
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'Secrecy and amateurism' 


Responding on bebalf of the guests, 
Dr Michael P. Winstanley, M.R.c.s., 
L.R.C.P., former Liberal Member of 
Parliament for Cheadle, Cheshire, re- 
called his experiences in the House of 
Commons in a light-hearted vein. On a 
more serious note, he spoke about some 
of the deficiencies of the British Parlia- 
mentary system which he thought arose 
from obsessions with secrecy and am- 
ateurism. 


Need for Broader Outlook in Profession 


Chairman's Call at Women Chartered Accountants’ Dinner 


"THE accountant was today being 
. A challenged on every side not only 
for his opinion but also on the boundaries 
within which he operated, said Mrs Betty 
Heaton, r.c.4., Chairman of the Women 
hartered Accountants’ Dining Society, 
the society's dinner in London last 
'iday. 

She said that mathematicians were 
bromoting operations on operational 
research and economists Һай special 
ideas about the profits and efficiency in 
siness. The accountant needed to be 
tough to withstand pressures from or- 
‘ganizations which could and would take 
them over. 














Pioneering spirit 

А bold pioneering spirit hardly char- 
acterized the accountant, yet that is what 
was needed to withstand these pressures. 
Над the profession been bolder in the 
“past, she said, the accountant would 
not be confused in the public mind with 
the book-keeper, the tax adjuster and the 
turf accountant. 

_ Proposing the toast of The Institute 
‘of Chartered Accountants in England and 
Wales, Mrs Heaton called for new 
‘education opportunities to create ac- 
.€ountants with a broader outlook. 

. The profession should encourage 
students to examine the principles of 
accounting and to question them; to 
appraise methods and not merely blindly 
accept them. 

Mrs Heaton referred to a great lack 
Of understanding between personnel in 
‘big departments - auditors working in 
"splendid isolation' and accounts depart- 
ments with no knowledge of what was 
going on around them. 

Broader education of the accountant 
would help to alleviate this kind of 
situation. The Institute had established 


nine-month courses in polytechnics con- 
taining studies in areas broadly relative 
to the profession. These courses extended 
beyond the rather narrow area of ac- 
counting and she welcomed the fact that 
some included studies in communication. 

Mr Arthur Н. Walton, r.c.3., President 
of the Institute, said in repiy that edu- 
cation was perhaps a field in which the 
Institute was not seen to be active in 
earlier years. 

Now, with varying results, the In- 
stitute was seen to be active and received 
a great deal of advice and comment and 
criticism in that field. The only problem 
with this advice, comment and criticism, 
was a lack of uniformity and agreement 
on what the profession should do. 

It was said that the acccuntancy pro- 
fession was divided into many constituent 
parts so it was difficult for the educa- 
tionalists to come to grips with it. 
Meanwhile the poor accountants had to 
come to grips with the Association of 
Lecturers in Accountancy. the Associa- 
tion of University Teachers in Account- 
ancy, the Committee of Vice-Principals 
and the Committee of Chancellors — 
all of whom had different views and 


gave accountants different advice on what 
they should do. 


Constant preoccupation 


He. stressed that education was a 
constant preoccupation with the Council 
of the Institute which was anxious to 
revolutionize the system of education 
and training under articles. He predicted 
that changes would come in the next 
decade which would be cut of all recog- 
nition compared with those in the past. 

Mr Walton said that professional 
education must not be concerned merely 
with examinations but had also to go 
into the field of ethics and conduct. 
Accountants all too frequently had to 


exercise judgement on what was right 
and what was wrong; they were called 
upon to give a personal service regardless 
of popularity or financial reward, in the 
belief that the personal service was most 
valuable when it was an independent 
judgement, given without fear or favour. 

He disagreed with one of his members, 
Mr John Davies, F.c.a., the Minister for 
Trade and Industry, who had said that 
the supply of professional services was no 
different from the sale of goods and should 
be regarded in the same light. 

Mr Walton believed the Institute and 
its members had achieved high standards 
of competence and personal integrity 
which had been for the public benefit. 
These were achieved through example, 
education, training and discipline. The 
profession must not lightly cast away 
through change what had been won over 
the years with so much devotion and 
effort. Changes must be constructive and 
carefully thought out. 

Responding to the toast of the guests 
proposed by Miss J. E. Soppitt, a.c.a., 
Miss Eileen Cole, chairman of the 
Research Bureau Ltd (a subsidiary of the 
Unilever group) said the alleged prob- 
lems with having women in business 
were mainly in men’s minds. 

The smallest mistake by a man was 
regarded by other men as tiresome and 
forgettable. That same mistake committed 
by a woman was regarded by men as the 
responsibility of her entire sex and was 
looked on as an indication of general 
incompetence. 


Badge of office 

For the first time the Chairman of 
the Society wore a badge of office for 
the occasion. This was presented to the 
Society earlier in the evening by the 
immediate Past-Chairman, Miss G. E. M. 
Dodsworth, Е.С.А. 


November 25th, 1971 





THE j 


ACCOUNTANT 


Student 
Roundabout 





FIRST PLACE FOR WOMAN 
CANDIDATE 


'ToP place in the Institute's September 
Intermediate examination (results of 
which are reproduced as a supplement 
to this issue) has been won by 22-year-old 
Miss Sheila Valerie Masters, of Eltham, 
London. As well as being placed first 
in order of merit, she has been awarded 
the Stephens Prize, the Deloitte-Plender 





Sheila Masters 


Prizes for the papers on Book-keeping 
and Accounts (equal with three others) 
and the General Paper. There were 2,482 
candidates for the examination, of whom 
1,373 passed, and it is interesting to note 
that of the 145 women who sat the 
examination, 91 passed. 

Articled to Mr P. С. Corbett, Е.С.А., 
a partner in Peat, Marwick, Mitchell & 
Co, of London, Sheila Masters went 
straight from school to Bristol University 
where, in her second year, she was 'the 
outstanding student of the year'. She 
graduated as an LL.B. in 1970 and then 
joined her present firm. 

Sheila Masters attributes her success 
to study with Foulks Lynch and a six- 
week oral course with Anderson, Thomas, 
Frankel. In addition to her studies for 
the Institute's examinations, she has 
also been working hard for membership 
of 'The Institute of 'l'axation and is now 
awaiting the results of her efforts in that 
Institute's October examinations. 

She was considerably influenced in 
joining the profession by her father, 
though at one time when at university 
he almost seemed to have doubts because 
of the further study involved - but 


certainly there can be no doubts now! 
Of her future, Sheila Masters says she 
would like to stay in a practising office 
and hopes to specialize in taxation. 

Commenting on the woman's place in 
the profession, she states that unlike some 
women articled clerks she has been given 
equal opportunities by her firm 'which 
is, of course, how it should be'. 

She is not an active member of the 
London CASS and says that *having had 
to work hard for the examinations there 
is a limit to student participation’. This 
also applies to her other outside interests 
which have been largely confined to 
reading classics, modern literature, poetry 
and ‘doing The Times crossword’. 


FINANCE ACT COURSE 
AT BIRMINGHAM 


WHATEVER stage members of the Bir- 
mingham CASS may have reached in 
their articles, there can be no doubt that 
the one-day course the Society is holding 
on the 1971 Finance Act on December 
8th will be of considerable benefit. 

The course, which will be led by Mr 
К. C. Ind, В.А., А.С.А., will take place in 
the Library, Fountain Court, com- 
mencing at 9.30 a.m. sharp. Subjects to 
be dealt with will include income tax and 
surtax for 1971—72, capital allowances 
after October 26th, 1970, capital gains 
tax — Case VII of Schedule D, and 
estate duty after March 3oth, 1971. 

It is expected that the course will be 
oversubscribed and members should 
apply for a place without delay — appli- 
cations will not be considered after 
December 6th. The course fee is £1-50 
(including lunch) and should be sent to 
David Hare, the Society's secretary, 
Fountain Court, Steelhouse Lane, Bir- 
mingham B4 6EA. 


PRESIDENT'S MEETING 


A MAJOR occasion in the London Chartered 
Accountant Students' Society's year will 
be the President's meeting, to be held 
on Thursday, December 2nd, at 4 p.m. 
at Chartered Accountants' Hall, Moorgate 
Place. 

Articled clerks frequently say that they 
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cannot obtain answers to specific ques- 
tions or information on topics affecting 


3 


their future. This occasion will give them _ 
an excellent opportunity to put their - 
questions direct to some members of the _ 


Institute's Council. The President of the _ 
Society, Mr G. R. Appleyard, F.c.a., will 


chair the meeting, and the President of - 


the Institute, Mr A. H. Walton, F.c.a., 
together with Mr A. У. John, C.B.E:, 
Е.С.А., Chairman of the 


Chairman of the Examination Committee, 
have agreed to attend to answer questions. 


Other Meetings Next Week 


Wednesday, December rst, at 6 p.m. in 
the Library, 43 London Wall. Evening 


Education — 
Committee, and Mr J. S. Heaton, F.c.a., | 
" 


seminar on ‘An economists view of - 


accounting' when the speaker will be 
Professor R. J. Ball, Professor of Economics 
and Research Dean, London Graduate 
School of Business Studies. 


Wednesday, December rst, at 6 p.m. in 
the Common Room, 43 London Wall. 
Evening lecture organized by Anderson, 


Thomas, Frankel on an introduction to - 


company law for Part I students. 


Thursday, December 2nd, at 6 p.m. in the | 
Library, 43 London Wall. Tutorial organ- | 
ized by Foulks Lynch on taxation — | 


personal 
finalists. 


income tax and surtax, 


MANCHESTER'S NEW 
CHAIRMAN 


PETER ATKINSON, A.C.A., a member of the 
Executive Committee of ACASS, is the _ 
new Chairman of the Manchester CASS. 
Educated in Eng- 
land and Scotland, 
he entered the pro- 


fession in 1966, 
being articled with 
Peat, Marwick, 


Mitchell & Co, of 





an active interest in 
4 im. А. student affairs and 

was elected secre- | 
tary of the Northern CASS in 1967. His _ 
articles were transferred to the firm's | 
Manchester office early last year, when - 
he was elected to the committee of 
Manchester CASS. 

Quite apart from his interest in student 
society affairs, he has been a particularly 
active member on the Executive of 
ACASS since his election in March. 

Other new officers for 1971—72 are as 

follows: 
President: Mr R. H. Stewart, M.A., F.C.A. 
Vice-President: Mr D. R. Briggs, M.A., F.C.A. 
Secretary: Mr F. J. Anayi, 46 Fountain Street, 

Manchester M2 2AD. 

Treasurer: Mr M. Tomlinson. 
New committee members: Messsr А.“ J. 

Haslewood, P. A. J. Henderson, D. K. 

Newcombe, V. Patel and A. F. Rogerson. 


for | 


Newcastle. He took | 
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NEW ACASS EXECUTIVE 
MEMBER 


GrorF Brown, the recently co-opted new 
member to the Executive Committee 
of ACASS, is 24 years of age and has 
been articled for 
the past four years 
with Messrs Morris 
Crocker & Co, of 
Portsmouth. 

Successful in the 
May 1970 Inter- 
mediate examina- 
tion, he takes 
Final Part I this 
week. Educated at 
Portsmouth Grammar School and Devon- 
port High School (Plymouth), Geoff 
Brown worked for two and a half years 
in industry as an accounts assistant. He 
thus had an opportunity of 'seeing the 
other side' as well as being influenced by 
what he saw which brought him into the 
profession. 

Elected to the committee of the Ports- 
mouth CASS in 1970, he became 
secretary of the Society in March this 
year, and represented the Society at the 
last two ACASS Council meetings. 





EXAMINATION TOPICS AT 
IPSWICH 


CORPORATION tax, incomplete records, 
miscellaneous accounts and executorship 
law are looked at askance by many 
students due to their complexity and 
general terms covering as they do a 
very wide area. 

Foulks Lynch, in a package course for 
members of the East Anglian CASS, un- 
ravelled some of the mysteries of these 
and other subjects at a one-day course on 
November 17th, held at the Crown & 
Anchor Hotel, Ipswich. 


SOUTHAMPTON'S 
FOOTBALL TEAM 


SINCE its recent formation, Westwood 
United, the Southampton CASS football 
team, has played four inter-office league 
matches of which it has lost three and 
drawn one. What is more, it was knocked 
out of the league cup in the first round! 
There seems some truth in the adage 
‘things get worse before they get better’, 
and with a change in players, the Society 
managed to win a friendly match by two 
goals to nil resulting in the hope that this 
will go some way to restoring morale 
dissipated through early defeats. Forth- 
coming fixtures are against S.O. Insula- 
tion Ltd, at Eling Recreation Ground on 
November 28th; Local Government 
Offices at Hardmoor on December 5th; 
Solent City at Eling Recreation Ground 
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on December 12th, and Avenue Artists 
at Mayfield on December 19th. These are 
all Sunday morning fixtures and kick off 
is at 10.30 a.m. 

Members who have a playing interest 
in this sport and are anxious to see some 
good results for Southampton should 
contact immediately Keith May, 17 
Wilton Crescent, Shirley, Southampton, 
or telephone him at Southampton 59633. 


PORTSMOUTH STARTS ITS 
LECTURE PROGRAMME 


THE winter lecture programme for 
Portsmouth CASS has now been finalized 
and commences on Thursday next, 
December 2nd, when Mr J. Thompson, 
M.A., LL.B., Barrister-at-law, will be 
shedding some light on ‘Sales of goods 
and negotiable instruments’, and a 
member of the staff of Peat, Marwick, 
Mitchell & Co will be explaining the 
1971 Finance Act and value added tax. 
Students from other societies are welcome 
to attend. 

Both lectures will be held at the Solent 
Hotel, 15 South Parade, Southsea, the 
former commencing at 2.30 and the latter 
at 6 p.m. Light refreshments will be 
available free-of-charge to members, but 
for non-members there will be a charge 
of Зор. 


Annual Outing 


Last month, the Society’s annual outing 
comprised, in the morning, a conducted 
tour of the BOAC terminal at Heathrow 
as well as a look over a Jumbo Jet and, 
in the afternoon, a visit to Pinewood 
Studios where members saw various sets 
and some filming in progress — all in all 
quite an insight into the film world 
although there were no reports of anyone 
proposing to leave their chosen profession 
for the screen. Members were left to 
their own devices in the evening and if 
the subdued atmosphere on the return 
journey was anything to go by, everyone — 
as the Irishman said — ‘must have had a 
whale of a time’. 


CHESTER AND NORTH WALES 
LECTURES 


‘AUDITING — treatment of stock and other 
assets' will be the subject of the next 
lecture meeting of the Chester and 
North Wales Branch of the Liverpool 
CASA to be held on November 3oth, at 
Flintshire Technical College, commenc- 
ing at 7 p.m. Next month, at the same 
time and venue, there will be two 
meetings: the first of these on December 
7th will deal with cost accounts, includ- 
ing job, contract, process, and operating 
accounts, and the second meeting, on 
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December 14th, will cover marginal cost- 
ing and discounting cash flow. Liverpool 
students resident in Wirral may also 
attend these lectures. 

All students who are proposing to take 
advantage of these lectures are requested 
to inform the secretary of the Branch, 
Richard Varmen, c/o Jones & Hack, 10 
White Friars, Chester. Telephone 21002. 


Dinner Dance 


There has been quite a demand for 
tickets (price £1:50) for the Branch's 
annual dinner dance which takes place 
on December 18th, at Stanley Palace, 
Chester, commencing at 7:30 p.m. and 
continuing until the early hours. Those 
not wishing to miss out on the occasion 
can still obtain tickets from Richard 
Varmen or any committee member, or 
through any committee member of the 
Liverpool CASA. 


LETTERS TO ROUNDABOUT 


Tackling Defeatism 


Sin, — May I use your columns to express 
a hope that readers of *Roundabout' place 
no credence whatsoever in the pessimism 
of Mr Rosenberg and view with similar 
disbelief the repudiation of the success 
attained in Reading. 

May I also venture to suggest that 
Reading was as deeply immersed in apathy 
and experienced the same activity inertia 
currently proving too great for Mr 
Rosenberg, yet managed to rise above the 
same parochial blinkered attitude. 

Furthermore, whilst being unable to 
reverse what I have previously referred to 
in your columns as a 'national professional 
malaise', this branch has in some fields 
led the country, notably in inter-society 
co-operation and professional reform as 
well as maintaining a fluctuating participa- 
tion of between 10 and 20 per cent. This 
is by no means enough but if I may offer 
a word of advice to Mr Rosenberg I would 
suggest he quits (in common with half the 
student movement) charging little flocks 
of sheep and windmills and combats the 
near problems without seeking to emulate 
Tartuffe. 

Yours faithfully, 


P. R. PENNINGTON LEGH, 
Chairman, 
READING BRANCH STUDENTS 


Sır, — With reference to the corres- 
pondence about the South-west Essex 
Chartered Accountant Students’ Group, 
could it be that David Rosenberg is talking 
of suicide to divert the suspicion of 
murder? 

Yours faithfully, 


F. GOODCHILD (Miss) 
Reading, Berkshire. 
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PROFESSIONAL NOTICES 


ALLAN, CHARLESWORTH & Co, Chartered 
Accountants, announce that as from 
December 156, 1971, they are admitting 
into partnership in their Cambridge firm, 
Mr James Douc as BERRIE, C.A., who 
has been on their London staff for many 
years. The name of the firm will remain 
unchanged. 


From November rst, 1971, the prac- 
tices previously carried on by Maurice E. 
BuLLEY & Co, at Peterborough, London, 
Spalding and Oundle, are being con- 
tinued under the style of BuLtey, 
Davey & Co and also from that date the 
practices previously carried on by 
Parrott & GROVER at St Neots and 
Bedford are being continued under the 
style of Davey, Grover & Co. All 
addresses and telephone numbers will 
remain the same. BuLLEY, Davey & Co, 
of Peterborough, London, Spalding and 
Oundle, Davey, Grover & Co, of St 
Neots and Bedford, and Bowman, 
BurLEY, YouNG & Co, of 174 New Bond 
Street, London Wr, announce that Mr 
RICHARD 'lUNNARD, F.C.A., has joined 
the practices as a partner with effect 
from November 15, 1971. 

Сог, DickiN & Нила, Chartered 
Accountants, of 18 Essex Street, Strand, 
London WC2, announce that Mr R. P. G. 
LEWIS, A.C.A., will be admitted as a 
partner in their London firm on Decem- 
ber rst, 1971. They also announce that 
Mr M. I. MAKIN, Е.С.А., will retire from 
the partnership on November 3oth, 1971. 


Mr МіснАЕІ, HIGGINSON, A.C.A., who 
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qualified in 1964 and has since been 
employed in industry, for the past three 
years in the capacity of group accountant, 
announces that he is to commence in 
public practice on his own account on 
December 15, at Scotson Chambers, 80 
High Street South, Dunstable, Bedford- 
shire LU6 3HD. 


PoLLINs, FLAVELL, POwELL & Co, 
Chartered Accountants, of 50-51 Norfolk 
Square, Western Road, Brighton, Sussex, 
and СеоксЕ Е. Haypon & Со (incor- 
porating EDWARD Cann & Co), Chartered 
Accountants, of 192/194 Tarring Road, 
Worthing, Sussex, announce that as 
from November Ist, 1971, their practices 
have been merged in name as POLLINS, 
FLAVELL, PowELL, and for the time being 
the practices will continue to operate from 
the present addresses. 

Reaps & Co, Drury Тноксоор & Co, 
and THEOBALD & Son, of London, 
announce that Mr T. D. BRICKHILL, 
A.c.A., will retire from the respective 
partnerships on December 31st, 1971, to 
devote his time to commercial interests. 


APPOINTMENTS 


Mr А. Е. Dyer, F.c.a., has been ap- 
pointed regional financial controller of 
the North Eastern Region of the Central 
Electricity Generating Board. 

Mr J. M. Harrison, T.D., M.A., Е.С.А., 
has joined the board of Ransome Hoff- 
mann Pcllard as a non-executive director. 





A 
are ai Y ў 
Mr. J. M. Harrison Мг. М. Н. Wale 

Mr Michael Н. Wale, a.c.w.a., has 
been appointed secretary of SPL Inter- 
national. 

Mr Peter Gaskin, a.c.w.a., has been 
appointed financial controller of Dow 
Chemical Company’s UK operations. 

Mr J. Levison, M.a., С.А., has joined 
the British Standards Institute as finan- 
cial controller. 
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Retirement 


Mr B. B. Bennetts, F.C.A., F.B.S., is to 
relinquish his appointment as joint 
general manager and secretary of the 
Temperence Permanent Building Society 
on May 4th, 1972, when he reaches 
retirement age. Mr Bennetts first joined 
the Society in 1941 and has held the 
positions of chief accountant, assistant 
secretary and secretary before assuming 
his present responsibilities in 1965. 


IN PARLIAMENT 


Judgment Enforcement: 
Reciprocal Rights 

Mr GREVILLE JANNER asked the Secretary 
of State for Foreign and Commonwealth 
Affairs whether he will now take steps 
to negotiate reciprocal rights for the 
enforcement of judgments as between 
Great Britain and the USA. 

Mr KrnsHaw: The possibility of -~ 
negotiating a convention with the United 
States for the reciprocal enforcement of 
judgments has been considered from 
time to time and we are currently examin- 
ing the matter. There may be difficulties 
in concluding an agreement because in 
the United States the enforcement of 
judgments is a matter for the several 
States. But even though there is no 
agreement it is usually possible to enforce 
United States judgments here, and vice 
versa, by means of an action on the 
judgment. 

Hansard, November 15th, 1971. Writ- 
ten answers, col. 36. 


Companies Act Consultative 
Committee 

Mr Самт asked the Secretary of State 
for Trade and Industry why the Com- 
panies Act Consultative Committee has 
not met since 1956. 

Mr Кіргвү: Because successive gov- 
ernments have seen no need to convene it. 

Hansard, November 15th, 1971. Writ- 


ten answers, col. 25. 


Companies Act, 1967 

Mr Самт asked the Secretary of State 
for Trade and Industry what is his policy 
towards the use of section rog of the 
Companies Act 1967, in which he is 
given authority to restrict that section's 
use to the purposes specified in section 
ILE. 
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Mr Aie: The policy is to use where 
appropriate the powers given by section 
109 of the Companies Act 1967, to obtain 
information. Such information can only 
Бе disclosed for the purposes set out in 
section 111 of the Companies Act 1967. 
_. Hansard, November 15th, 1971. Writ- 
en answers, col. 25. 









PROFESSIONAL CHARGES 
. Scottish Institute's Scale 


In 1968 the Council of The Institute of 
"Chartered Accountants of Scotland made 
recommendations to members as to the 
le of fees which should be charged by 
ose in public practice in Scotland for 
rk for which a time basis of charging 
was appropriate. 

Since then there has been a substantial 
fall in the purchasing power of the £ and 
а corresponding increase in the costs of 
professional offices, particularly in the 
‘salaries of qualified accountants, and the 
Council of the Institute has now an- 
nounced that it wishes to emphasize that 
the scale of fees recommended in 1968 is 
unrealistic and should accordingly be 
treated as withdrawn. 

"Having regard to views expressed by 
the Monopolies Commission, the Council 
has concluded that it would not be 
appropriate to recommend a revised 
scale to members. The Professional 
‘Charges Committee, is, however, con- 
‘sidering how the Institute can best 
assist members in public practice to 
‘obtain adequate remuneration for their 
‘services and will, in due course, make 
‘recommendations to the Council. 














CROYDON CHARTERED 
ACCOUNTANTS 


‘The next meeting of the Croydon Society 
of Chartered Accountants will be held 
-on Monday, December 13th, at the 
"Greyhound Hotel, Croydon, at 7.30 p.m., 
"when Mr J. B. Knott will speak on "The 
| Industrial Relations Act’. 








GROUP ACTIVITIES 


| Local member groups of the Southern 
‘Society of Chartered Accountants have 
varied programmes for their 1971-72 
` session, including meetings on the topical 
-subject of value added tax. 





SOUTHERN SOCIETY'S LOCAL ; 





At Spencers Inn, Ryde, on December 


ast, the Isle of. Wight Local Member 


Group will be visited by Mr B. A. Apps, 
F.C.A., President of the Society, and Mr 
M. G. Lickiss, B.SC.(ECON.), F.C.A., а 
member of the Council of the Institute. 
Mr Apps will also be addressing a lunch- 
eon meeting of the Portsmcuth Group 
at the Nuffield United Services Officers’ 
Club on December 14th, and on the same 
day Mr A. C. Essex, F.CA, a Past 
President of the Society, will speak at an 
evening meeting of the Southampton 
Group at the Polygon Hotel oa ‘Account- 
ing for inflation’. 

Full details of all the Southern Society's 
meetings may be obtained from Mr R. G. 
Norris, F.C.A., 2 Church Street, Basing- 
stoke, Hants. 


THAMES VALLEY CHARTERED 
ACCOUNTANTS 


At the next lecture meeting of the Thames 
Valley Society of Chartered Accountants 
on November 20th, Mr У. W. W. Martin, 
LL.B., F.C.A., finance director of the 
Southern Gas Board, Southampton, will 
be the speaker in place of Mr A. C. Essex, 
F.C.A. 


IRISH INSTITUTE'S TAX 
COURSE 


A successful one-day course оп taxation 
was held at the Belfast Europa Hotel on 
November 11th by The Institute of 
Chartered Accountants in Ireland. 

The lecturers were Mr K. 5. 
Carmichael, F.c.a., F.T.1.1., and Mr К. К. 
Tingley, F.c.c.a., and the subjects covered 
included ‘Value added tax’; ‘Sale and 
lease-back’; ‘Capital gains tax and estate 
duty’ and ‘Capital allowances after the 
Finance Act 1971’. 


ECGD CREDIT FACILITIES 


Buyer credit facilities hitherto available 
from the Export Credits Guarantee 
Department for contracts over £1 million 
have now been extended, with efect from 
November roth to capital goods con- 
tracts with a minimum value of £250,000 
involving more than two years’ credit. 
The Buyer Credit Guarantee was 
introduced by the ECGD in May 1969 
to provide an alternative to the usual 
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credit arrangement, whereby the sup- 
plier: provides the credit to the buyer. 
The scheme allowed finance to be pro- 
vided direct to the buyer by a UK bank, 
which was тоо per cent guaranteed by 
ECGD. 

The extension of this facility to con- 
tracts of considerably lower value will 
provide wider opportunities for exporters 
to trade on 'cash' terms, enabling them 
to receive payment at the time of ship- 
ment. 


HOCKEY 
Chartered Accountants 3 
Chartered Surveyors 2 


The Chartered Accountants won their 
second match this season, when they 
played the Chartered. Surveyors at 
Crystal Palace on November 18th. Start- 
ing with nine men they soon conceded 
two goals, but when at full strength the 
forwards always. looked dangerous and 
the side played as a team. 

Goals in the first half came from 
Major and Cranston, who had a useful 
first game, and from Jones in the second. 

Chartered Accountants: D, С, Hicks; I. Е. 
Whiteman (О, Reigatians) (capt), D. К. 
Willetts; P. Spencer (Kenley), R. J. Davis 
(Southgate), M. Blandford (Poly.); P. H. 
Russell Smith (Cheam), C. A. Jones (Cheam), 


R. I. Cranston (T. Wells), R. Allen (South- 
gate), R. A. Major (Maidenhead). 


LONDON ACCOUNTANTS’ 
FOOTBALL LEAGUE 
Results .of matches played by teams in 
the London Accountants’ Football League 
on November 21st, were as follows: 


DIVISION ONE 


Heretics 2 Crest 5 

(Hereward Scott) ` (Deloittes) 

Finnie 2. Alpha 

(Finnie Ross) (Arthur Andersen) 

Division Two à А 

Tansley Moorscott о 

(Тапчеу Witt) (Morley & Scatt) 

Cohorts Cobra . у 1 

(Crane Houghton) (Casson Beckman 
Rutley): 

Pridie Efjaybee 

(Pridie Brewster) (Fuller Jenks Beecroft) 

Alpha Res 1 Tor Beta 

(Arthur Andersen) (Thornton Baker) 

Crest Res 1 Apocope 

(Deloittes) (Robson. Rhodes) 

Cup 

Hanover __ Goodman 2 

(Derbyshire) (Goodman Fones) 
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Bid for Expansion 


OTHING, short of a miracle, will prevent the number of registered 

unemployed passing the million mark in the New Year. In 
House of Commons last week Mr Carr explained frankly how expectatior 
on the timing of the long-awaited up-turn in private sector spending and 
the effects of Mr Barber's tax concessions have gone awry. The truth- 
that economic planning, especially short-term forecasting, is highl 
fallible. In particular, it is difficult to predict the extent of human reactions. 
to the deteriorating economy. Thus, people have increased their savings 
to record heights, while industry has cut back its investment in new 
equipment; and both actions merely aggravate the recession. 

Only when the economic expansion is under way, when stocks are run- 
ning down and plant capacity is near full utilization, will industry begi 
to invest in new plant. Even assuming that companies have adequat 
liquid resources, no one is going to buy new plant when more can be еагпе 
by leaving the money on deposit. In such conditions it is inevitable that, 
economic expansion is to be induced, the initial impetus must be provide 
by the public sector. 

There is everything to be said for the Government's plans for increasing. 
investment in the nationalized industries and spending on public works. 
It is hardly a matter for surprise that last week's White Paper on Public 
Expenditure to 1975-76 (Cmnd 4839) discloses the intention of reversing the. 
cuts made in public sector spending just over a year ago. Government 
spending is planned to grow at 3:2 per cent annually over the next four 
years — a rate which, according to the White Paper, is ‘close to that of the 
productive potential of the economy". 

Quite apart from the longer-term plans aimed at maintaining a nig 
level of employment — which is not, let it be stressed, synonymous with 
high level of productivity ~ the Government has two more immediat 
problems. First, are its proposals for raising public sector spending in 6 
short run likely to be sufficient to provide the stimulus for an up-turn i 
economic activity. Secondly, will the level of unemployment ultimatel 
fall to the level of the 1960s? 

In an address to an audience of Scottish chartered accountants last week, 
Sir Frank Figgures, Director-General of the National Economic Develop- 
ment Office, commented that many industries will not return to anything. 
like full capital utilization until some time in 1973. Furthermore, whe: 
such conditions had been restored, he doubted whether industry woul 
take back into its service all the labour which it had in recent months laid 
off. 'The depressingly low level of capital investment in industry during the 
past three years is bound to have repercussions on the capacity of British 
industry to utilize its labour force effectively and to increase productivity. 

Just as important is the fact that it is much easier in periods of expansion 
to gain labour co-operation in improving production techniques. afid 





‘thereby raising productivity, so it is then easier to redeploy labour _ 








. between different industries. In its second annual report 
_ the Commission on Industrial Relations criticized some 
. company boards for failing to draw up proper long-term 
. labour relations policies. Too often company labour 
. relations staff are too limited to do more than seek short- 
| term solutions to minor disputes. This is undoubtedly 
. true; as equally is the criticism of employers of trade 
. unions whose members do not abide by agreements which 
. have been negotiated on their behalf. 

.'- It is in the field of labour relations that a major contribu- 
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tion to British economic growth could be made. Though 
just how better relations can be brought about no one 
knows. There is no question, however, that effective co- 
operation. between management and labour in manu- 
facturing industry, in particular, could do much more for 
both workers and shareholders — not to mention consumers 
~ than any amount of representations to the Government 
for new inducements to investment, tax cuts in develop- 
ment areas, and all the other palliatives currently 
emploved, 


"Framework for Tax Research 


T is estimated in a new Government paper that expendi- 
ture on research and development in the United Kingdom 
| is running at some £1,000 million a year, of which over a 
| third is derived from private industry and more than half is 
` utilized in that sector (see ‘R & D Reviewed’ in this issue, 
раве 739). Particular reference is made to ‘tactical’ science – 
that is, the science and its application or development 
needed by departments of State and industry to further 


_ their immediate executive or commercial functions. We are - 


told that the end-product of applied research and develop- 
| ment may take the form of a product, a process, or a 
< method of operation — e.g., to speed up the delivery of letters, 
гог to give advice, sometimes in the discharge of a statutory 
obligation. 
The functioning of the Inland Revenue Department as 
such is already the subject of periodical review, exemplified 
by the Bamford Committee Report of 1950, and the 
_ Parliamentary Select Committees of 1961 and 1969, to 
both of which Sir Leonard Barford, the Chief Inspector of 
. Taxes, gave evidence with particular mention of communi- 
. cation methods. And as he indicated in a luncheon address 
_ last week (reproduced elsewhere in this issue) a substantial 
_ part of the Revenue effort is devoted to small taxpayers and 
_ to personal reliefs. It seems likely, also, that the adminis- 
trative burdens shouldered by the major taxpayers — in- 
_ dividuals and trusts as well as companies — are dispro- 
portionate to the work load which they generate within the 
Department. Accordingly, a significant part of this extra 
_ effort reflects the need to evaluate the tax consequences of 
alternative courses of action. 

Of particular interest, therefore, is a new publication 
from The Association of Certified Accountants — Cybernetics 
and Tax Law, by S. Foundos, F.C.C.A., ЕТІЛ, M.I.0.M., 
M.I.P.R., with a foreword by Stafford Beer — which seeks to 
introduce cybernetic concepts in the field of legal decisions. 
This approach is to be founded on what are described as 
Mechanized Retrieval of Information on 'Tax Law 
(MERITAL) and Prediction of Tax Cases System 
(PRETACS), the latter a man-machine system designed 
td stimulate the functioning of the actual Revenue-tax- 
payer interchange. These answer to the two-fold aspects of 


communication and control which in man and machines 
make up the study of cybernetics, so that Mr Foundos 
traces the thought patterns in human reason and their 
equivalents in programmed procedures. 

He starts from the basic premise that the problem of 
adequate information retrieval is at the root of present 
difficulties in the successful application of the law to every- 
day situations. Even experienced practitioners make use of 
a variety of classified headings when seeking relevant 
information in source books, some of which are wholly 
constructed in the form of an extended index. 

Ideally, a machine system would be programmed to 
scrutinize statute and case law, with administrative rulings, 
and to provide on demand comprehensive references to 
every mention of key phrases built up from prime words 
such as 'company'. A computer surpasses the brain in the 
task of tracing, pondering and distinguishing the relevant 
sources so that a speedy selection is made of the output 
required to match input. Hence the user of a business 
terminal (as discussed in a contributed article in last week's 
issue) could obtain an answer to his problem by coding in 
particulars of the activities to be considered. It is envisaged 
that the appropriate solution would be authoritatively 
analysed by means of a concordance. 

In short, the elimination of the doubts and difficulties 
which beset the merely human searcher for truth in matters 
of law is the main achievement expected from the appli- 
cation of cybernetic principles. Even those whose thought 
processes remain unmechanized can profit from Mr 
Foundos's explanations of the ‘decision tree’ and ‘loops’ of 
ignoranee, ambiguity and error, not unreminiscent of the 
flurried reactions of a commuter deprived of his usual 
train. 

If the dawn of the golden age of certainty in tax matters is 
at hand, it only remains to inquire as to the probable 
duration of that ‘darkest hour’ proverbially said to precede 
it. In his address last week Sir Leonard Barford com- 
mented on the contrast between the annual Budget and the 
period of more than twelve months required to program a 
computer. 

The weakness of any system constructed from existing 
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material would appear to lie in the same direction as that 
resulting from the work of stock exchange chartists : despite 
the skill deployed, the projections from present circum- 
stances may be invalidated by future unknowns. A par- 
ticular hazard occurs in relation to unreported decisions of 
the General or Special Commissioners which may block a 
case that a taxpayer has prepared on the basis of hitherto 
accepted guidelines. 

It is anomalous that at present it rests with private 
enterprise to disseminate in usable form the information 
necessary for day-to-day decisions on business matters 
affected by tax. But an immediate access and answer pro- 
ject such as that postulated by Mr Foundos (and here be 
it said the Association is careful to disclaim complicity with 
the author's views) would only command sufficient 
confidence if it were used by government equally with the 
taxpayer ; failing such concord it must mean that the taxpayer 
has to tread the same litigious road as at present, assuming 
that the cost to him makes the journey worth while. 


CURRENT AFFAIRS 


Professional Responsibility 


JA ON is something more than a job or an employment, and 
includes elements of dedication, of unselfishness, of responsibility and 
integrity. The professional man, if he is to play his full part in the community, 
must be prepared to accept full personal responsibility for his actions — when 


things go wrong, no less than when they are going well. 
Addressing new members of The 
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We return, therefore, to the question of the adequacy 
of the research and development undertaken by govern- 
ment in providing a genuine service to its taxpaying 
masters. A paper by Lord Rothschild, which forms part of 
the new Command Paper, indicates that the person who 
has to pay for the end-product of applied R & D is for 
obvious reasons the best person to decide how much can be 
afforded, and it appears to us that the general body of 
taxpayers have a strong claim which it is the duty of the 
Board of Inland Revenue to press on their behalf. The 
published statistics for 1969-70 (Cmnd 4615) record 
Exchequer tax collections of some £7} thousand million 
effected at a cost of about {100 million, a gearing which 
suggests that the tune to which the Department dances 
should on occasion be called by the taxpayer. 

The ground swell of opinion which would place the . 
United Kingdom in the forefront of EEC research into tax 
and statecraft certainly deserves the support of the ac- 
countancy profession at large. 


to the whole accountancy profession’. 

The President also alluded to the 
valuable work being done by a joint 
committee of the three chartered 
Institutes towards harmonizing the 
ethical pronouncements of their in- 
dividual Councils on a number of 
topics. Referring again to the added 
responsibilities of professional life, he 
drew attention to the professional 
indemnity insurance scheme arranged 
by the Institute for members practis- 
ing in Scotland. 


Institute of Chartered Accountants of 
Scotland at Tuesday’s special meeting 
of the Institute, the President, Mr 
С. C. Patterson, C.A., criticized the 
welfare state for its part in fostering 
an ever-growing unwillingness to ac- 
cept responsibility. The attitude of 
‘Tm not going to carry the can’ was, 
he said, 'a deplorable philosophy 
which could produce nothing but 
mediocrity’ and ‘a creed which retards 
progress, destroys the creation of new 
ideas and kills initiative’. Complete 
integrity — both personal and profes- 
sional — was a keystone and safeguard 
of society as it existed today; it was 
the collapse of the professional integ- 
rity of judges and doctors, for instance, 
which had made possible the degrada- 
tion of society under a dictatorship. 

In the course of his review of Insti- 
tute activities, Mr Patterson spoke of 
the development of statements of 
standard accounting practice, and 
welcomed The Association of Certified 
Accountants and The Institute of Cost 


and Works Accountants to full mem- 
bership of the Accounting Standards 
Steering Committee. He was delighted 
by this development, which he felt 
sure would help considerably ‘towards 
the achievement of the long-standing 
aim of your Council of constantly 
seeking improved means for the 
various accountancy bodies in Great 
Britain and Ireland to speak with one 
voice on matters which are of concern 





Mr G. C. Patterson 


R. & D. Reviewed 


Command Paper (Cmnd 4814) was 

issued last week which brings 
together three streams of thought: 
a report on the ‘Organization and 
Management of Government R & D’, 
by Lord Rothschild, the Head of the 
Central Policy Review Staff; and 
another on the ‘Future of the Research 
Council System’, by a Working Group 
of the Council for Scientific Policy; 
the two being prefaced by an official 
memorandum entitled ‘A Framework 
for Government Research and De- 
velopment’ in which it was explained 
that they are published as a basis for 
consultation on the future organiza- 
tion of Government R & D. 

The Government favour the 'cus- 
tomer/contractor’ principle, although 
the Research Councils would be 
retained under the sponsorship of the 
Department of Education and Sciertte. 
Lord Rothschild puts forward the 
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. View that however distinguished, in- 
.telligent and practical scientists may 
__ be they cannot be so well qualified to 
_ decide either the needs of the nation, 
| Or their priorities, as those who are 
responsible for ensuring that those 
 .needs are met. 
. — The ‘customer’ might be the Vice- 
_ Chief of the Naval Staff in need of an 
_ improved torpedo or, indirectly, the 
. motorist in relation to road R & D 
. sponsored by the Department of the 
Environment. The customer would 
. be responsible for the specific ob- 
jective, a ceiling for expenditure and 
approval of the capital outlay. 
Lord Rothschild recommends the 

. polarization of functions around the 
. Chief Scientist and the Controller 
К & D, whatever the existing nomen- 
_ clature. The Controller should be the 
_ chief executive of the R & D function, 
| providing the service for the customer, 

with particular responsibilities for 
_ personnel, the integration of activities, 
. and generally as a focal point to which 
_ the function is accountable. 
Before reaching decisions on the 
. detailed application of the ‘customer/ 
. contractor’ principle, the Government 
intend to allow time for wide public 
debate and discussions with the 
-scientific community to be completed 
by the end of February next. Ín the 
meantime written comments from 
Other interested parties would be 
_ welcomed and should be addressed to 
Ње Chief Scientific Officer at the 
< Cabinet Office, Whitehall, London 
SW (to be received not later than 
January 14th, 1972). 


п Parliament 


FACED with the prospect of VAT 
| provisions in the Finance Bill next 
April, several Labour MPs, headed 
Бу Mr Reginald Freeson (Willesden 
East) and Mr Peter Shore (Stepney) – 
‘both members of the Wilson Govern- 
ment — have tabled a motion calling 
on the Government to ensure that 
taxes like those in Europe, from £240 
to £375 on new and existing houses 
are not imposed in Great Britain. 
They say this would ‘add to the already 
rocketing cost of land and property 
which is oppressing owner-occupiers’. 
On Monday, Mr George Darling 
(Labour, Sheffield, Hillsborough) is to 
ask the Secretary of State for Trade 
and Industry to refer to the Mono- 
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polies Commission the recent 
developments in the management of 
the Trust Houses — Fortes Hotels 
group following the merger of in- 
terests involved, particularly to con- 
sider whether the merger had led, or 
is likely to lead, to more efficient 
conduct and expansion of the group’s 
hotels, and whether a take-over by 
another company would be in the 
public interest. 


Penalty Claim Dismissed 


NDER Part X of the Taxes 

Management Act 1970, a taxpayer 
who fails to render returns or supply 
certain information is liable to a 
penalty not exceeding £50; and fur- 
ther, according to section 98 (1) of 
the Act, ‘if the failure continues after 
it has been declared by the Court 
or Commissioners before whom the 
proceedings for the penalty have been 
commenced, to a further penalty not 
exceeding £10 for each day on which 
the failure so continues.’ 
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Last week, Megarry, J, held that 
the further penalty could not be 
imposed unless and until the Inland 
Revenue actually brought proceedings 
for it (Script & Play Productions v. 
General Commissioners). 'The company 
had appealed against two assessments, 
and in October 1970 the Appeal 
Commissioners had given the com- 
pany notice under section 51 of the 
Taxes Management Act 1970 to 
deliver certified accounts. 

The Commissioners had imposed a 
penalty of £10 under the first provi- 
sion on April 1st, 1971, and there was 
no dispute about this. But when the 
appeal again came up for hearing on 
June то, the Commissioners pur- 
ported to impose further penalties of 
£5 a day since April 1st, under section 
98, although the Inland Revenue had 
not started separate proceedings for 
this, and the taxpayers were not given 
prior notice of intention to seek fur- 
ther penalties. The additional penalties 
were discharged, and costs awarded 
against the Inland Revenue. 





Tax Reform in Canada 


AST June, Mr E. J. Benson, the 

Canadian Minister of Finance, in- 
troduced far-reaching proposals for 
tax reform. Nine years previously the 
Carter Commission had been ap- 
pointed to review the tax system, and 
since 1967 when the Commission's 
massive report appeared there has 
been continuing debate on the merits 
of the proposed reforms. 

Not until 1969 did the Canadian 
Government produce its own pro- 
posals in a controversial White Paper 
which led to the appointment of two 
Parliamentary committees, one from 
the Senate and the other from the 
Commons, to receive submissions 
from the professions, industry, and 
other interested parties on proposals. 
These two committees reported last 
year and this year's Budget included a 
programme of tax reform far greater 
than that involved in Britain in 1965 
when Mr Callaghan introduced the new 
corporation tax and capital gains tax. 

As in Britain after 1965, so in 
Canada since June the accountancy 
and legal professions have been mak- 
ing strenuous efforts to acquaint 


their members with the new concepts. 
Capital gains are to be included in the 
income tax base, a change which 
alone will add greatly to the com- 
plexity of the tax system. There are 
major changes in the taxation of 
businesses, both incorporated and un- 
incorporated, with special provision 
for Canadian controlled private cor- 
porations. 

The Canadian Institute of Chartered 
Accountants has recently published 
a study of the tax reforms (originally 
prepared by a Toronto firm of char- 
tered accountants, Clarkson, Gordon 
& Co, for its staff and clients), 
entitled Tomorrow's Taxes and com- 
prising 237 pages of text and illus- 
trations. 

It will be interesting to see just how 
long it takes the Canadian business 
community and the professions in- 
volved in the determination of tax 
liability to digest this massive reform. 
Certainly no taxpayer in Canada can 
complain that his government has not 
given him sufficient time to consider 
the matter of tax reform. UK ministers 
please copy! | 
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Stamp Duties and 
Associated Companies 


oe and conveyances be- 
tween ‘associated companies’ 
qualify for exemption from ad valorem 
‘conveyance on sale’ or ‘voluntary 
disposition’ duty, provided that cer- 
tain tests are satisfied. Companies are 
not ‘associated’ for this purpose (ac- 
cording to section 42 of the Finance 
Act 1930, as amended) unless the 
holding company is beneficial owner 
of ‘not less than go per cent of the 
issued share capital’ of the subsidiary. 

For this purpose, does one take the 
market value or the nominal amount? 
In the High Court last Friday, 
Megarry, J, held that one must take 
the nominal amount (Canada Safeway 
Lid v. CIR). The company’s share 
capital was divided into 112,387 
cumulative redeemable preferred 
shares of 100 Canadian dollars each 
and 280,000 common shares of 10 
Canadian dollars each. America Safe- 
way owned all the common shares but 
no preferred shares. On nominal value 
America Safeway owned less than 
33 per cent; on market value it owned 
over go per cent 

America Safeway had transferred 
property to the appellant company, 
on a transfer which would attract 
£23,080 stamp duty unless the section 
42 exemption applied. The company 
argued that one must look at the 
purpose of the exemption: where 
there was overwhelming beneficial 
ownership, the exemption ought to be 
given. However, his lordship, although 
accepting that one must ‘get the feel 
of the provision’, said that the words 
were too plain to permit the market 
value approach. The section referred 
to ‘issued share capital’, not ‘issued 
shares’ ; the concept of capital divided, 
under the Companies Acts, into shares 
of a fixed amount, was wholly removed 
from the fluctuating value which 
might be put on shares from time to 
time. He rejected the company’s 
appeal and ordered it to pay the costs. 


Accounting Research 
in Australia 


Bye the Accounting Re- 
search Foundation against some 
recent criticism, its director, Mr W. J. 
Kenley, M.COM., F.A.S.A., told a mixed 
audience of academics and practi- 
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tioners at a meeting of the Pacioli 
Society of the University of Sydney 
of the many problems of drafting and 
securing the acceptance of statements 
on various aspects of accounting prac- 
tice. This was a task which required 
patience, tact, clear presentation, ex- 
posure and revision in the light of 
experience and knowledge of others. 
Only those engaged in this type of 
work could really appreciate how 
difficult was the task of preparing 
statements that could be readily 
accepted by professional colleagues. 
The Foundation was at present 
engaged in developing four statements 
to be submitted to the General Coun- 
cils of the Institute of Chartered 
Accountants in Australia and the 
Australian Society of Accountants, for 
determination as to whether they 
should be reissued as official pro- 
nouncements. Two of these projects 
were concerned with problems of 
particular importance to the pro- 
fession in the practical application of 
accounting techniques — accounting 
for the consequences of currency 
revaluation and accounting for land 
development companies. The other 
two were concerned with the more 
fundamental issues of price level 
accounting and the definition and 
determination of accounting principles. 


Public Service Pensions 
р ЕНЕ pension arrangements 


for the Civil Service are incor- 
porated in Acts of Parliament, which 
does not make for flexibility. The 
primary object of the Superannuation 
Bill, which recently received its second 
reading in the Commons, is to 
enable the Minister for the Civil 
Service to make pension schemes in 
non-statutory documents instead of 
in Acts of Parliament, and thus to do 
all the things which any person running 
an up-to-date, flexible and forward- 
looking pension scheme nowadays 
needs to be able to do. 

Moving the second reading, Mr 
David Howell, Parliamentary Secre- 
tary to the Civil Service Department, 
said that the Bill would also tidy up 
and establish a single consistent pat- 
tern of control for a number of other 
public service pension schemes — 
local government, teachers, health 
services, and police and fire services — 
which are at present set out in a 
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variety of primary and subordinate 
legislation; and to remove from mini- 
sterial control the terms of staff 
pension schemes of nationalized in- 
dustries and certain other similarly 
constituted bodies. This, in Mr 
Howell’s words, is regarded by the 
present Government as ‘an inap- 
propriate and unnecessary piece of 
government activity’. | 

For the Opposition, Mr Douglas 
Houghton welcomed the Bill as ‘the 
end of my long advocacy to make 
superannuation conditions in the pub- 
lic service more business-like’. Mr 
Michael Alison, Under-Secretary for 
Health and Social Security, who wound 
up the debate, gave an assurance that 
the proposals would change nothing 
which already existed in terms of 
transferability of pension rights, and 
hoped that they would make wider 
transferability both feasible and avail- 
able in the future. 


British President for 
European Federation 


К JACK L. HILTON, r.c.w.a., 

joint managing director of GR- 
Stein Refractories, has been elected 
the first British President of the 
European Federation of Manufac- 
turers of Refractory Products. He will 
preside at the Federation's congress 
at Montreux in May next year, and 





remain in office for a period of two 
years. 

The Federation was founded with 
the main object of providing improved 
liaison between all European manu- 
facturers of refractory products, and 
Mr Hilton's appointment is a signifi- 
cant honour for Great Britain, which 
was admitted to membership only,a 
year ago. 


An enthusiastic European who 





un 


speaks French, Mr Hilton already 
serves as chairman of the British 
"European Refractories Group of the 
. National Federation of Clay Indust- 
ries. He has been associated with the 
_ refractories industry since 1957, when 
_he joined General Refractories as 
_ financial and administrative executive, 
апа has been joint managing director 
of GR-Stein Refractories since the 
_ merger of John G. Stein and General 
_ Refractories in April 1970. He is also 





a director of the parent, Hepworth 
Ceramic Holdings. 

Mr Hilton has firm ideas about 
management. ‘My concern is produc- 
tivity and profitability’, he sums up. 
‘I believe in trying to create a manage- 
ment team, delegating to each member 
clearly defined areas of responsibility 
and authority — and letting them get 
on with it without unnecessary inter- 
ference. It undoubtedly brings out 
the best in a man, and it works'. 





Small Shareholders Scrutinized 


5 |" the course of a fiercely contested 
_ Mtake-over battle, the support of 
.small shareholders may be of con- 
siderable importance. The attention 
bestowed upon the reactions of insti- 
| tutional holders in recent years sug- 
| gests that private shareholders have 
< been to some extent regarded as a 
subsidiary interest. 
___А recent pilot study, published as 
. the fifth Chesham Occasional Paper, 
. endeavours to redress the balance at 
least partially by analysing private 
shareholders’ views - though the 
conclusions which may legitimately 
- be drawn are to some extent limited 
_ by the small size of the sample. 
^ Remarking that ‘stockbrokers do 
. mot appear to be used by the private 
_ shareholder as widely as many would 
expect’, Chesham suggests that this is a 
. business opportunity to be explored 
yy brokers. This, however, may not 
e the full story; evidence from other 
quarters suggest that many brokers 
< are less than anxious to attract the 
. business of the small investor, and 
find it in today's conditions frankly 
. unremunerative. A survey undertaken 
* earlier this year for the London Stock 
_ Exchange by Deloittes (The Account- 
ant, August 19th) showed that approxi- 
mately 21 per cent of all bargains were 
с recorded for clients of the clearing 
> banks and a further 18 per cent for 
members of country stock exchanges. 
Against this background, it will be 
noted without surprise that only one 
in three of the sample named a stock- 
broker as their source of advice, and 
that bank managers (30 per cent) 
< scored almost as highly. Accountants 
^ and solicitors as sources of investment 
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advice each scored 7 per cent, although 
these are overall percentages, and sub- 
classifications within the sample 
showed some fluctuation; thus the 
preference for both accountants and 
solicitors was higher amongst female 
than amongst male investors; and 
there may be some significance in the 
fact that, whereas 8 per cent of all 
‘active’ investors went to their ac- 
countant, 10 per cent of those ‘not 
active’ seemed to prefer solicitors! 

The segregation of male and female 
investors shows the ladies to be less 
inclined to proceed by intuition. The 
ladies’ favourite source ef advice 
appears to be the bank manager (41 
per cent), and they were also more 
prone to take advice from more than 
one source. 

Amongst factors influencing share- 
holder attitudes, the Chesham re- 
searchers found a preference for being 
members of an acquiring rather than 
of a target company, and that most 
shareholders in both acquiring and 
target companies thought that bid 
terms were ‘about right’. A majority 
of holders in both categories also felt 
that bids had been advantageous to 
both the individual and the country. 
Shareholders generally appeared to 
have a rational attitude towards the 
value of their holdings, and were 
inclined to say that, provided the price 
was right, they were not greatly 
interested who bought their shares. 

Attitudes of Private Shareholders to 
Mergers and Acquisitions is available 
free on request from Chesham Amal- 
gamations and Investments Ltd, 32 
Chesham Place, London SW1 (01-235 


4551). 


Gains Tax Device Fails 
MPOSITION of the short-term 


gains tax under Case VII of 
Schedule D (now discontinued) was 
shortly followed by devices aimed at 
avoiding the tax. One such device was 
decisively rejected by the High Court 
last Monday in Thompson v. Salah. 

Mr Salah had appealed against an 
assessment on a gain of £13,499 
resulting from a transfer of property 
bought by his wife (with other 
property) for £6,000 in 1962. In 1964 
she received an offer of £20,000 for it. 
She accepted, but without entering 
into a written contract. She then took 
advice on the avoidance of Case VII. 
Acting upon that advice she mortgaged 
the property for £20,000 to the 
prospective purchaser. On the follow- 
ing day she conveyed the equity of 
redemption to that purchaser, in 
consideration of being relieved of the 
obligation to repay the £20,000. 

Mr Salah contended that by mort- 
gaging the property Mrs Salah had not 
‘disposed’ of it but had thereby relin- 
quished her right to it. By mortgaging 
for full market value she had acquired 
an equity of redemption which had 
no value; consequently there was no 
short-term gain on the disposal of that 
worthless equity. 

These contentions apparently suc- 
ceeded before the Appeal Commis- 
sioners. Megarry, J., however, said 
that all the contentions except the 
first were wrong. By the mortgage 
Mrs Salah relinquished nothing; she 
had merely encumbered. А person's 
property did not decrease in value as 
he sank towards insolvency. There were 
clear findings of fact that there was a 
contract of sale. The two deeds together 
constituted a sale which gave rise to a 
chargeable gain 

He allowed the Inland Revenue 
appeal and ordered costs to be paid 
by Mr Salah. 


Finding Jobs 


HERE are about 1,000 employ- 
ment exchanges in the country 
costing £24 million annually, and each 
year they place some 14 million people 
into jobs. This number is barely equal 
to one-fifth of all engagements. 
These facts provide the background 
for some proposals for the reform of 
the official employment exchanges 






made by Mrs Christina Fulop in a 
new Institute of Economic Affairs 
research monograph, Markets for Em- 
ployment. Her main point is that 
although 60 per cent of the placements 
made by the Professional and Execu- 
tive Register are of people already in 
jobs, the predominant role of the 
employment exchanges is to find jobs 
for the unemployed, the vast majority 
of whom are unskilled or semi-skilled. 
<- Mrs Fulop sees a continuing need 
within the economy for both systems, 
public and private, but she is con- 
| cerned to improve the efficiency of the 
system and, in particular, to improve 
the image of official exchanges. As a 
first step she recommends that they be 
removed from the control of the De- 
partment of Employment and be 
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operated as a public board with local 
managers given more responsibility 
and more freedom to innovate. 

If properly organized to operate 
on commercial or near commercial 
principles by charging employers for 
their services, Mrs Fulop believes that 
the present cost of the exchanges of 
£12 million to the taxpayer could be 
converted into a net revenue of £45 
million. 


When the Checking 
has to Stop 


ONEY spent in checking the 
disbursement of public money is 
in itself public money, and needs to 
be justified as such. It does not protect 















the public purse to spend {10 to 
ensure that {1 is not misapplied. 
Two chartered accountants whe 
have recently been seconded to the 
Civil Service, Mr Adrian F. Lamb 
A.C.A. (Cooper Brothers & Co), am 
Mr A. Crawford McKinlay, A.C.4 
(Peat, Marwick, Mitchell & Co), ar 
to reinforce the current drive te 
improve internal audit procedu 
whilst reducing repetitive checking. 
An article in the latest issue 0 
O & M Bulletin, the journal 
Government management . services 
refers to ‘a quiet revolution’ in (ће 
field of internal audit; the results o 
tackling excessive checking can b 
spectacular at small cost, but constan 
pressure is needed to change th 
habits of a lifetime. 





THIS IS MY LIFE 


Reaping the 
Whirlwind 


by An Industrious Accountant 


HE managing director was in lethal mood. He sat 

forward smiling and his questions were posed almost 
gaily, but with clinical precision they sliced strips off their 
victim. This was the personnel director. Purpling at the 
_jowls, tiny sweat-drops on his brow, he floundered helplessly. 
^ My heart bled for him, naturally, as it does for all 
omniscient directors who pooh-pooh the expert advice of 
their colleagues. 

He sowed the wind some years ago when we installed 
our punched-card system. It was my own pet innovation. 
I purred over it enthusiastically ; the accounts staff appre- 
ciated its esoteric hints of marvels to come in the far-off 
seventies, and we all worked tirelessly to make it work. 

The directors authorized a reasonable budget and an 
over-tight staff quota. ‘The winter was severe, and what with 

- illnesses, a transport strike and a couple of marriages, we 
had heavy absenteeism among the girls on the machines. 
However, morale being high, several cheerful volunteers 
from the calculator and invoicing sections stayed back to 
learn punching and to check, file, or distribute the initially 
complex paper work. They did a great job, despite the 
usual debugging headaches, and we never missed our 
deadlines. 

Naturally, I looked for salary increases or bonuses at the 
year-end. The girls hadn't asked for anything, but their 
extra responsibilities, job skills, and sporadic but sub- 
stantial overtime provided justification. 
















Prinny wouldn't hear of it. He was going through | 
disciplinarian rules-are-rules phase marked by an urge t 
pontificate rather than communicate, so he stuck to th 
book. Assignment of additional manpower had never be 
authorized, he declared; the Budget was rigid; a modic 
of unplanned overtime was possible but should not be 
built-in expectation for office staff. 

1 dug my heels in on the extra skills issue, so he declare 
that the punch-card section was a special case. Transfe 
to its staff should be subject to his formal approval, no pa 
increments to accrue for service periods less than thre 
months with a pre-requisite of a supervisor's confirmatio 
of efficiency. He issued a statement to this effect, despit 
my protest about being free to play things by ear, and th 
incident petered out leaving a faint undertone of organt 
zational meanness. 

Time passed and careful woman-power planning avoidei 
trouble. Indeed, the senior girls became so patently efficien: 
that three were promoted out as sub-cashiers or supervisor: 
and transfers to punch-cards became desirable perquisite 

Last week a flu epidemic hit us. In an atmosphere o 
sneezes, breezes and empty desks, I sought emergency re- 
placements for the vital statistics of the punch-card section. | 
The typists’ supervisor dabbed her pink nose and said her . 
girls weren't interested. They wouldn't be paid to work | 
there, she sniffed, because they weren't paid to work there, if | 
I knew what she meant. Sweating blood for a month without | 
recognition, poor dears, said her watery-eyed neighbour, | 
and passed across a package of enormous pills. ut 

I press-ganged some reluctant helpers, but the sales | 
analysis were thousands out, the debtors’ statements. didn’t | 
reconcile, and the tabulator jammed. a 

A modicum of unplanned flexibility was a built-in - 
expectation, Prinny stuttered, but the opposition held the _ 
trumps so he had to ask the MD for concessionary non- | 
withdrawable increments, at the risk of a disastrous chain- P 
reaction among the powerful sales staff. - 

Hence the MD’s effort at vivisection. 
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The Changing Face of Taxation 


by SIR LEONARD BARFORD, Chief Inspector of Taxes, 
addressing a luncheon meeting of the London and District Society of 


Chartered Accountants on November 23rd. 


IR LEONARD BARFORD, Her Majesty’s Chief 

Inspector of Taxes, was a welcome guest at last week's 
luncheon meeting of the London and District Society of 
Chartered Accountants. Speaking on “The changing face 
of taxation', he said: 

‘I am a little bit subdued today, not because I am facing 
a concentration of chartered accountants — numbers never 
frighten me — but because of an incident last week in 
Somerset House where one of my very senior colleagues 
sent me a copy of the book Discovering London — it is a 
fascinating book for those of you who have not read it — 
in which the first Roman procurator in Britain is described 
as the first Chief Inspector of Taxes. In a sense, I suppose 
what he did was the first contested tax case in history. It 
describes every one of his acts — a clear case for the Ombuds- 
man, every one of them. The whole exercise seemed to be 
to reduce the tax arrears and the population in equal 
proportions. 

‘What subdued me was the note that accompanied it 
which said that Tacitus has only one thing to say about this 
gentleman, Catus Decianus, and that was “аѕ one of whom 
nothing good is known"! Underneath my colleague had 
written: “It does not seem that anything has changed in 
2000 years'! 


Forces of change 


‘But things are changing, and this lunch-time I want to 
talk about some of the forces which are affecting, or direct- 
ing or causing these changes. None of you will expect me 
to be indiscreet in forecasting anything that Ministers may 
or may not do; if you are expecting it, you will be dis- 
appointed. 

'I must give you my qualifications. You know that, in 
the Revenue, there has always existed a doctrinaire division 
between operations and policy-making. ‘he changing face 
in a sense can start with me Advice on the consequences to 
operations of so many proposals has become more material 
to ministerial judgement. I now find myself on the Board of 
Inland Revenue so that they could blame me in both 
capacities. 

‘I thought that the best way of introducing what I 
wanted to say is by attempting a division between personal 
tax problems and company tax problems, the shape they 
are taking, and with a side glance at the effect that entry 
into the Common Market is having on the thinking and 
the direction. 

‘Now, perhaps just one word on background. ‘The 
Income Tax Act 1918 — you have probably never looked 
at it in this sense — is or was simply a statement of prin- 
ciples. I do not know if you have ever reflected that concepts 
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like profit, and other things with which you are so con- 
cerned, are never mentioned, defined or in any sense put 
within boundary posts in this Act. Between 1918 and 1939 
the very heavily increased rates — about fourfold — in 
taxation caused a certain stirring of the professional bodies 
of advisers, and the elementary beginnings of avoidance 
really showed itself. 

‘Let us be clear on this avoidance subject. I accept as 
much as any of you that anybody who does not arrange his 
affairs within the law to make his contributions to Her 
Majesty's Government the legal minimum is simply being 
a bit of a fool. 

‘The essence of avoidance is to give to the substance of 
any action a form which does not really fit it, but gives it 
legal clothing. You know, perhaps even better than I do, 
the various forms you choose. 

‘The effect of the 1939-45 war was to bring two things to 
a head. The first was the rates of taxation; you will pardon 
me if I do not use phrases like “outrageous”; may I merely 
say "very heavy" — sufficient at least to stimulate thinking 
into the creation, in effect, of a taxation consultancy 
service. This in turn stimulated the Government to abandon 
the original broad principles under which the Income Tax 
Acts had hitherto worked, and start digging in boundary 
posts. ‘They really got warm in 1960, which was about the 
time that I came on to what I will call, the scene of more 
personal responsibility, in Somerset House. We were not 
immensely surprised to discover that, once you drive in a 
boundary post, there is an area beyond; and the whole 
attention is then turned to reproducing beyond that bound- 
ary post what you thought had been kept within it. So 
avoidance legislation simply breeds a wider and wider scope 
of opportunity which is always taken. 


Personal allowances 


"Now I want to invite you to another line of thought. When 
I entered the Revenue, personal allowances meant some- 
thing easily recognized. The level of the married man's 
allowance, for example, meant that the average craftsman — 
the carpenter, the builder and that sort of person — was 
exempt from taxation. Similarly, the single personal 
allowance and the child allowance represented broadly an 
equivalent of the subsistence cost of living. During the 
Second World War, reductions in the personal allowance 
destroyed any form of philosophical justification of this 
kind – I mean, nobody could pretend to offer an answer 
as to why the figure was £100 or £150, or the various figures 
it has subsequently become 

"l'ogether with that there is another trend of development 
in allowances, which I will illustrate just from the depen- 
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dent relative point of view although it is true of a number 
of them. With the development of the Welfare State, the 
theory was that the State was providing a subsistence 
margin from its own sources for the dependant. But this 
turned the dependent relative allowance for a claimant into 
tax allowance for what one can call the margin above the 
subsistence cost of living. You will see quickly the head-on 
differences between these two ideas on the philosophy of 
personal allowance. 


Dealing in millions 


‘At the same time as this loss of meaning in the allow- 
ances, there came the products of size. From the minority 
of the population that were paying tax in the late 1930s 
the changes in the Second World War meant that virtually 
every adult person in the country earning an adult’s wage 
was paying tax. The level of allowances merely expressed 
what the Chancellor felt he could afford, and little else. 

"T'his leads to our present position where we have some 
27 million taxpayers; it also leads to the very great difficulty 
brought about by the development of the Welfare State 
and its concept ~ you will not need me to go into this — of a 
threshold of subsistence support. The two have very 
visibly been in conflict, not in agreement, for some years 
now. I think nowadays it is realized in politics that harmony 
needs to be sought. In a sense, that most unfortunately of 
all worded campaigns called ‘negative income tax’ is really 
after this marriage of the social side of taxation — that is the 
contributions from the State — with the paying side which 
is the extraction of direct taxation. 

‘The machine. necessary to look after 27 million tax- 
payers, and running to a close annual time-table, inevitably 
becomes difficult to adapt easily to rate and other changes 
and the Chancellor is thereby limited in his freedom of 
action. Computers are not the answer to putting new ideas 
into immediate operation. Almost anything can be done by 
computers but only after the unavoidable interval of six to 
12 months for programming. This explains a central line 
of thought which occupied in some measure the previous 
Government — certainly occupies the thoughts of the 
present Government — the Parliamentary tradition of this 
country is to examine all tax proposals from the angles of 
equity. All debates stress equity as between taxpayer and 
taxpayer; each Chancellor accepts that his first task is to 
show that what he is doing is fair as between individual and 
individual In its turn this has led logically to all the 
embroidery of the allowances — tapering of child allowances, 
variation in the housekeeper allowances and so on. 

"What has not come home until recently to people is 
the cost of refined equity in sheer terms of staff labour. T 
have about 48,000 people responsible to me for an Act 
which says that all income is charged and some income is 
exempt by reason of allowance. The greater part of my 
staff is engaged on determining not the area of income that 
should be charged, but the area that should not be charged. 

"Ihe cost represented by 48,000 staff is a very heavy 
burden — in fact, about four times more costly in staff than 
the American system. It can only be justified in terms of 
its efficiency and its fairness. I will not comment on either 
of these two. 

“The Americans, in particular, have been the stalking 
horse in looking at what can be done. Everybody aims at 
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"simplification" and most of you at times have used the 
word "simplification" but usually very carefully avoiding 
defining what you mean. 

‘Simplification means different things to almost every- 
body who uses the word. What it has come to mean is what 
can you do with our tax system that produces something 
that is simple to operate. The target not at the Schedule D 
field, which still occupies only two million taxpayers, but the 
25 million under Schedule E. 

‘We have had under scrutiny most of the devices used in 
overseas countries — self-assessing, self-coding, non- 
cumulation, and a vatiety of other subjects. The contribu- 
tion of most of them towards simplification seems somewhat 
speculative. The one point that is very clear is that sub- 
stantial economy of staff is obtained if the whole taxpaying 
population is able to understand and operate the tax system. 
The Americans, for example, have in substance merely a 
handful of separate codings of allowance ranges. The major 
problem with us is that our tax system mainly by reason 
of our allowances is very clearly not understood or com- 
prehended by a large body of our taxpayers. We find in 
practice that perhaps some ten million at least find it 
difficult to compose a letter on this subject. They find it 
almost impossible to absorb the concepts as expressed in 
income tax returns, and an income tax return cannot be 
simplified beyond the legal concepts it must necessarily 
explain. 


The great dilemma 


‘The normal taxpayer looks for something on which he 
can do his own sums or select from a few simple alternatives. 
This is the great dilemma. If our allowance system, at 
present so complicated in order to ensure fine equity 
between taxpayer and taxpayer, is to be reduced to simple 
terms which everybody can readily understand, is it poss- 
ible to maintain our long tradition of exact equity and 
substitute in its stead the rough justice which seems 
invariably to be the inevitable consequence of such simpli- 
fication? The Financial Secretary’s statement on the 
postponement of mechanization in the Revenue has not 
always been fully read. Quite clearly, the Government 
review of personal taxation in both the short term and the 
long term will be looking at all aspects of the personal 
tax system. 

‘On the company tax area, you will see that last week 
the select committee of the House of Commons propounded 
its own solution in favour of the imputation system com- 
pared with the two-rate system. You will have seen that the 
Revenue argued, if you have read the report, in favour 
of the two-rate system. I would like to say just a few words 
on what is involved here. 

“The Common Market is working towards equalization of 
taxation throughout the community by varying stages, 
simply in order to prevent taxation being a means by which 
one of the members of the community competes unfairly 
against the others. It is asking for a common customs taritf 
for goods crossing the frontiers of the communities, elimina- 
tion of customs duties on goods crossing the internal 
frontiers and elimination of differences in taxes left un- 
harmonized which distort trading compertum between the 
member states. - 

"The EEC itself his got the Germans with the two-rate 
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syStend аг Fieiich and the Belgians with ‘the imputation 
system: "Te: "find «difficulties; particularly on what they 
call “economic double taxation”, which they think occurs 
where thé-distributions are made (as in our own current 
Systéni) лућеге «ће company pays tax on the full profits 
and the shareholder pays additionally on distribution. They 
had.a-working party under Professor Van Tempel, who 
bas favouréd tlie classical systém, which is a single rate on 
the company's profits only. 


Neutrality and exemption 

"Ihe issues are very finely balanced. Some people go so far 
as to say that the imputation system and the two-rate 
system are the same system under different names. But this 
is not true, as anybody concerned with foreign taxation and 
problems of inter-trading or mergers witbin the community 
will have realized. The two really big problems are how you 
achieve a system which is neutral for the investor — that is, 
he can invest in his own country or any other of the 
community countries without penalty — and how you can 
handle the exempt taxpayer — the most obvious one is the 
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gross pension fund — so that he does not suffer. Of course, 
the Fevenue, as has been made very clear, does not like the 
net UK rate; and, I will admit that I do not like it either. 

“Tais roughly is the outline of the forces which are at the 
moment working on us. On the personal tax side, the 
Community's idea towards harmonizing personal taxes and 
rates is many years ahead. Yt is an idea and not an achieve- 
ment 'l'he Chancellor is therefore free to develop through 
unification in which he has abolished earned income relief 
and abolished surtax — subject to the investment surcharge, 
when. he discloses his hand on that. There is a freedom 
to the move forward on lines satisfactory to ourselves. 

‘In the company taxation field, however, I think from 
the few words I have spoken, that the dominant thought in’ 
any Chancellor's mind is bound to be the steps towards 
harmonization with the Continental system. But bearing 
in mmd what has happened on the monetary front in 
reconciling French and German views, you can see that the 
problem of reconciling the French and German tax systems 
is, or may be, equally difficult. Maybe it will take a good 
deal о time.’ 


Managerial Control Systems 


by M. а. WRIGHT, B.Com., А.С.С.А., F.C.I.S. 


.BUSINESS functions through the activities of people. 

The more complex its scope and organization, the 
more difficult it is to ensure that the whole structure 
functions effectively. 

Individuals in managerial posts will tend to express their 
own personality and work towards achieving their own 
personal objectives. Some way must be found to reconcile 
these diverse goals and establish a common objective for 
the organization and an identifiable structure of sub-goals 
for each manager. In the behavioural sciences, studies are 
made of different managerial styles and their interaction 
with behavioural patterns. 

In the financial field attention has been concentrated 
upon devising control systems based upon planned activities 
oriented towards the achievement of specified objectives. 
It is the effectiveness of the latter which is the subject 
of this article. 


Control systems . 


As stated, the control system is goal-oriented, being made 
up of a hierarchy of goals and sub-goals. The pre-con- 
dition of effective function of the system is the establish- 
ment by management — and, in particular, top management 
— of realistic measures of goal achievement within the 
planning time horizon. 

In private business, the principal goal will be profit- 
based and its achievement measured in terms of profit- 
ability. In most cases those profitability terms will be 
related to values accruing to the owners of the business. 
In publicly-owned enterprises, goals other than strictly 
profit-based ones might be set. 


Given the hierarchical structure of goals and sub-goals, 
the acaievement of the basic goal of profitability will be 
dependent upon the achievement of specified standards of 
performance at the appropriate levels of management. 
Withir. that framework, each sub-goal will be keyed in 
not only to the corporate goal but also to other sub-goals 
which zontribute to its achievement. In this way the various 
parts of the enterprise are co-ordinated and harnessed 
towards the fulfilment of the common goal. 

Goa. setting is usually associated with long-term plan- 
ning, being more concerned with establishing the role of 
the business in the market and its operational structure at 
some fature date. In the process it establishes the frame- . 
work for short-term planning contained in annual operating 
and otner budgets. These must be drawn up with due 
regard to what is required in the long run, even although 
they will be susceptible to short-term fluctuations. If 
internal or external factors are seen to be pulling the busi- 
ness away from the desired pattern, then the long-term 
plans should be re-examined to see whether they are in 
need of revision. 


Short-term control systems 


The skort-term control system is based upon detailed 
budgets for each management responsibility centre. The 
budget should be arrived at through a process of planning 
and co-ordinating the activities of the next control period – 
usually a year. This will then become the standard against 
which that manager’s performance will be measured over 
the period. 

Through a process of monitoring performance over the 
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control period, top management can obtain a view of how 
each responsibility centre is functioning and whether 
corrective action needs to be taken at any stage. Such 
corrective action may be required because one area per- 
‘forms significantly better than the standard, e.g., if sales 
substantially exceed the level forecast, additional produc- 
tion resources may have to be committed. It is more com- 
monly associated, however, with performance which falls 
below standard where such a failure leads to intervention 
from a higher management level. 

Quite apart from its functions of planning and control, 
the control system is used to motivate managers. The 
theory is that, if performance standards are established 
for each responsibility centre, the manager can then be 
left to get on with the job and be judged by the results 
that he can achieve over the control period as a whole. 
Results in this context might be measured within the 
financial control system in simple profit terms, or ‘they 
might be incorporated into a more formal ‘management 
by objectives’ system which identifies and sets standards 
for each key result area. 

Such motivational aspects are governed by the carrot an 
stick principle. If the manager exceeds his profit or key 
results standards he is rewarded; if he falls short, then 
sanctions of one sort or another are applied. 

The effectiveness of such a system is based upon a 
number of assumptions. One is that standards can be 
readily measured and geared to the long-term objectives. 
Another is that top management will allow the lower 
echelons of management to function effectively through 
not intervening frequently. in the running of each res- 
ponsibility centre. , 


Effectiveness of control systems 
Fairness of the standards 


If the motivational aspect of the control system is to func- 
tion effectively, then the assessment of managerial per- 
formance must be fair both in the terms of the original 
performance standards set and in the techniques of 
measuring the actual performance of the manager during 
the control period. 

In a complex organization the setting of performance, 
and in particular profit performance standards, may not be 
all that is desired. The overall corporate profit standard 
incorporated in the budget may be based more upon what 
top management want profit to be rather than what is 
reasonable management performance given the operating 
conditions for the period. In time of recession this target 
may be more than is humanly achievable; in boom times 
it may be achieveable with the minimum of managerial 
effort. 
Forecasting is difficult in itself. Many assumptions have 
to be made about national and industrial economic con- 
ditions which might prove to be false in the event. If 
judgements made in the budget preparation are in error, 
then the assessment of managerial performance will 
itself be made on false premises. Managerial performance 
effectiveness might then be more a matter of ability to 
forecast rather than of ability to manage. 


Managerial discretion | : 
The greater the number of variables that the manager can 
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control, the more difficult will be the process of setting 
performance standards. Contrast the manager who is 
responsible for all aspects of a product-based division with 


'the manager of a process plant. The former has a wide 


range of decisions to make both in setting plans and in 
carrying them out during the year; the latter on the 
other hand can only influence a very limited range of 
factors. Clearly a management control system will be more. 
effective in this situation where the limits are well defined _ 
and will be less effective where the manager can exercise 
a whole range of judgements which will critically affect 
profit performance. À 

In the latter situation the possibility of top management 
not interfering frequently in the decision process will be 
more remote. Since the firm’s overall performance may be 
substantially influenced by that manager’s decisions, they 
will want to participate in individual decisions and thus 
effectively remove ‘control’ from the remainder of the 
control system and exercise it themselves on a continuing 
basis during the year. 


Short or long term 
The knowledge that their performance will be judged ' 
against short-term budgets will lead managers to make 
decisions based upon short-term criteria. Where the 


: problem has a mixture of long-term and short-term con- 


sequences, the latter-will receive far more attention. | 

Yet it is the long-term consequences which may be vital 
for the long-term growth and profitability of the business. 
The control system, therefore will tend to control only 
those decision areas where the cycle of events is complete ' 
within the year. It will not adequately control areas which 
spread over longer periods of time and the results of which 
will not be reflected in profits for some years after the 
decision is taken. 


Early warning system У 
One of the requirements of the control system is that it . 
should provide top management with an early warning 
if events are beginning to diverge significantly from the 
plan established for the achievement of the goal(s). As an 
early warning system it suffers from the same short-term/. 
long-term conflict. The effectiveness of the annual operat- · 
ing budget in warning of sub-marginal performance is 
limited by its own inbuilt constraints. Only where the 
effect of performance will be very quickly reflected in 
profit will it contribute to the management process. 

Sub-marginal performance in areas where decisions will 
take a number of years to reflect in profit will not be re- _ 
vealed in the budgeting system. Since these are likely 
to be the more critical decision areas some more informal ` 
information system must be devised to monitor -per- 
formance. 


Conclusions 

Both as accountants and managers, we must make a closer 
study of the relationships between short-term budgets and 
long-term goals. and how effective they are for goal 
achievement. The. influence that each has on the manage- 
ient process and managerial performance should be 
clearly appreciated, together with the limitations of *its 
potential to influence profit performance. 
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Inflation and Accounts 


J'accuse! 


by JACK CLAYTON, F.C.A. | 


‘Money, which is of uncertain value, and sometimes has no valué гї all, and even less’ — 


Carlyle. 


‘In countries with universal suffrage, governments . . . will always prefer a little inflation to 


large-scale social. disturbance. — Lord Chandos. 
‘The debtor always laughs at his creditor.’ - de Blank. 


HAT masquerades as an accounting controversy is 
М part of a desperate struggle to continue the {1 
billion-a-year corporate bribery from personal taxation, 
including some £24 million a year from the pockets of 
members of The Institute of Chartered Accountants in 
England and Wales. 
Inflation is legalized robbery. It amounts, at present in 
' the UK to £25 million a day; £10 million a day by price 
increases (the depreciation of the f, in our pockets); 
£10 million a day by expropriation of the debt of the public 
sector; £24 million a day subsidy of company dividends; 
and {24 million a day (vide the Crowther Report, The 
Accountant, March 25th and April 1st) by way of usurious 
interest charges on the £13 billion that the people of Britain 
are ‘in hock’ — due, in the main, to the post-war {10 billion 
company tax subsidies from personal taxation.! 
Accounting is a method of recording transfers of value. 
As indicated in the rider to Recommendation Nr5, one 
defect of historical accounts — the normal form of business 
accounts — is that they do not segregate the robbery-by- 
inflation reflected in those accounts. Supplementary 
accounts — intended to depict the impact of inflation — must, 
therefore, reveal above all, the despoliation of the creditor. 


The £ sterling 


Inflation is the mode of existence of civil society. The 
reason is not far to seek ; the creditor is expropriated by the 
debtor, and government is the arch-debtor in civil society: 


‘Monetary history is 2,500 years old; and what Gibbon said 
of history generally, viz., that it is little more than a register 
of the crimes, follies and misfortunes of mankind, fits mone- 
tary history no less. We shall find that money changes in 
purchasing power constantly, and though interrupted by 
temporary contrary movements, always downwards. In the 
long run the debtor always laughs at his creditor.’ — $. de 
Blank, ‘Progress’, 1951. 

“The history of the English pound begins with the history of 
the English penny ... the continuous history of the penny 
begins with the coins struck by Offa, King of Mercia, about 
760 ... 240 of them always being called a pound.’ – ‘The 
wound Sterling’ — Feavearyear. 





1 "Го Tax and to Please’, The Accountant, May 20th. 


It is interesting to note that, following the Norman 
conqusst, rigid standards (which generally endured until 
1920) were enforced for ‘sterling English silver’; and for 
several centuries thereafter, the English sterling silver 
penny was the currency of the ‘common market’ of Europe. 

A decade ago, I sought to trace the history of the f. 
First I concentrated on the period subsequent to Henry 
VII (who, with his son, Henry VIII, is generally believed 
to have laid the foundations of the modern British society). 
Henry VIII was the first King-merchant; he noted that 
criminzls had made profits from small quantities of coins 
(by clipping and rubbing to reduce their silver content), 
but he кад control of the lot! In his ‘Great Debasement' of 
1542-47, he reduced both the weight and the fineness of 
the goli and silver coinage, and thereby initiated the 
modern government practice of balancing their swollen 
budgets by depreciation of the currency. 

In 1с63, I published privately my estimates of the 
relative 2urchasing power of the £ decade by decade, during 
the past. 500 years. Appendix 1 reproduces this table, 
brought up to date; it has since been confirmed by a graph 
in John Burnett's A History of the Cost of Living (1969). 

The current rate of inflation — approximately 50 per 
cent per decade — is the highest in our history. Indeed, when 
I tried to extend my researches back £o the time of Offa, I 
found a remarkable contrast between the relative stability of 
the £ in the Middle Ages, and its subsequent devaluation. 
There were cycles of devaluation, largely the work of 
criminals: 


"Ihe efforts of the official falsiSers, however, were far 
outshore by those of the unofficial practitioners of all classes, 
who clipped, filed, washed and sweated the good money, and 
filled up every gap made by the exporters of coin with newly- 
manufactured and imported base money of every conceivable 
sort. Their activities were continuous from Norman times 
until the eighteenth century.' — Feavearyear. 


During such cycles prices rose sharply; one of them led 
to the Peasants’ Revolt. Kings took ruthless measures to 
preserve zhe value of the silver pennies, but when re- 
coining they had insufficient silver to make good all the 
depredaticns of the criminals. Over the centuries the 
weight of -he penny was gradually reduced by 50 per cent. 
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How to clean up 
office insurances - 


. the Norwich Way _ 


We find that many offices 
have inadequate insurance, 
or that their insurance cover is 
is untidily arranged. So we 
have come up with a remedy in the shape of our 
new Office Plus policy. 


The principle of Office Plus is simple. It con-... 


sists of a standard insurance package to which 
optional covers can be added. The standard 
package covers your office contents against fire 
and associated perils and theft. Employer's 
liability, public liability, glass, money and 
injury in cases of robbery are also included - all 
for one premium. 





To this cover any of the 
following can be added: 
office buildings, loss of gross 
fees, accidental damage to 
office machinery, lossof documents, breakage of 
neon signs and personal accident and sickness. 

So Office Plus is flexible. It can be arranged 
to match your individual requirements exactly. 
And the premiums are competitive. 

The proposal form couldn’t be simpler. Why 
not ask your nearest Norwich Union branch 
for a proposal and a full description of how the 
policy works. You’ll probably decide you want 
one yourself! 


THE OFFICE PLUS 


NORWICH | 


А new Plus policy from Norwich Union [UNION пре 


i 
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К elf-employe | 
. сеп" — 


Here S how to ensure they have asecure retirement 





i *Do you have clients who are self-employed, - Showing how their pension increases annually 
' controlling directors, or in jobs without - ^" with bonus additions - even AFTER retire- 
pensions? ment. The figures shown below are only part 


Of course you do ~ so do them: a, favour. . of the story — our Personal Pension Bonds 
-Give them a quotation fora Pensión Bond really are personal, and are tailored to suit the 
issued by Time Assurance, the Friendly ^ ^ individual requirements of your clients. For 
Society that tries to be friendly. Show them instarce, our pensions are increased for those 
‘how to obtain TOTAL TAX EXEMPTION who со not require to make provision for 
. on every penny they save for retirement. Let dependants — such as single women, widows, 
us prepare for them a defailed illustration : bache'ors and widowers. Weincreasethe . 
i l , basic tates shown below, depending upon: the 
Amount of pension {to nearest £) for men retiring at 65 EXACT month of age at entry. 
_Baving а premium of £100 your from diferent ges ct Ш  Incidentally, do yourself a favour too, 
` ‘additional vesting bonus of £1% per annum. Ош commission rates are realistic and take 
ane OTS accourt of the cost of your service. 
ДА оке | Cash option at Send the coupon below for complete 
Total Pension of: j agency details and a full set of rates formen - 
Suaran | Total Гр. апа women at all ages. ; 
ead Pension at A Adjusted 


Age next | Basic 85 with | At age n At age 75 | Tax-Free Total 
birthday | Pension | estimated Cash Sum | "Pension 


x ин ин ли | | To: TIME ASSURANCE SOCIETY 


4163 8385 | .2794 49 Westmirister Palace Gardens, Artillery Row, . 








2701 3008 6016 2008 
am Er | ee | uh | копсоп, SW1. Tel: 01-799 3998. | 
ERT ~ DE E | Manchester Office: 124 Piccadilly, Manchester 1. | 

820 a43 | 1826 | ~ 608 Tel: 061-624 7299/061-624 9955. 

754 870 | 1581 · | 560 | 

693 802 | 1545 514 | Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7799 

635 77 1416 - 471 

581 -| 878 1294. | 43. . | Please register тејиѕ as Адет (5) of Time Assurance Society, | 

530 ` etg 1180 393 . and sena a supply of Pension Bond literature. e | 

481 Pe 1073 ei ^ | BLOCK CAPITALS, PLEASE 

. 438 12 972 324 . 

394 454 878 292 | NAMES rtp I 

354 419 789, 
378 708 c | 
sm | m | ADDRESE а а а а EA 
299 „| 556 | 
284.. ПЕТ U acer RR EA AEE elk ROOM е 
231 7426 | 
200 368 
172 314 DATE ESTABLISHED пина на gla cos PARU TUER UN S m 
145 284 i | 


120 218 . 
97 175 


MESE ADDEESS. u.s cede ette clie esci 


TIME ASSURANG 2229 


ALS. 
d t MM NM DENN MIR ARR A SL AL VEND VEM FENDID ENDE 


А if you select age 65 as your ratirement age then the figure shown in column 3 is 
the pension which will commenca on your 65th birthday. Columns 4 and 5 show 
the effect of honus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute Убице at yonr formal pansion f for cash. B 
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This vivid contrast has, I believe, a simple explanation. . 
During the Middle Ages, the ‘Establishment’ — the kings 
‘and the barons — drew their feudal dues in cash, with 
which they bought goods from the merchants; they had a 
vested interest in monetary stability. Per contra, the present 
‘Establishment’ — and I suggest as a definition the .com- 
position of ‘NEDDY’ – has a vested interest in inflation; 
the government thereby welshes on its debts, profits are 
increased; and union leaders have an excuse, at all times, 
for demanding increased pay. Indeed, the latest demand — 
for ‘threshold agreements’ — is deliberately inflationary. 

The relative purchasing power -of the £ today is of the 
order of P as compared with that of Henry VII; and 
possibly 2р as compared with that of Offa. 


Cause and cure 


In The Accountant for March 25th and April 1st, I wrote 
‘two articles analysing the causes of the 1963-71 inflationary 
spiral, and suggesting its cure. 


Sir Ralph Hawtry said to the Radcliffe Committee: 
‘Inflation is caused by excess, spending.’ Private sector 
spending has been squeezed by inflation and taxation, while 
public sector spending has escalated alarmingly. 

| Table 1 2 
THE SPENDING OF THE GNP 


1963 1969 1970 


GNP ~ at constant prices and factor cost.. 100 118 120 

Private sector spending: 
Consumers’ expenditure . IOO 112 112 
Capital formation I00 121 128 
"Total IOO 112 114 
100 137 142 








Public sector spending 


My suggested cure for inflation is a price-freeze — a 
‘simple Bill, ‘No person may, without the consent of HM 
Government, increase any price’ — plus a drastic cut in 
public sector spending. 

It is evident that without a price-freeze there is no 
prospect of a cut in public sector spending, which, with an 
estimated 32 per cent increase (at constant prices) and a 
stagnant economy is now more inflationary than ever. 
Despite his lip-service to curbing inflation, Mr Barber 
included a £2 billion provision (92 per cent) for inflation 
in his 1971—72 Financial Statement. 

Moreovér, Britain's prospective entry into the Common 
Market in 1973, with its inflationary implications, makes it 
imperative to have a price freeze in 1972. Otherwise, her 
weak economy will be overwhelmed by competition from 
Germany, France, and Italy. | 


Beneficiaries of inflation 


Inflation erodes, pay, pensions and annuities; the holdér of 
tangible assets gains at the expense of those with monetary 
claims; the debtor thereby,.expropriates his creditor. The 
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main beneficiaries are government and the equity share- 
holder. 
Since 1945, government — by inflation — has” éxpro- 


ptiated more than 5o per cent of the debt of the public 
‘sector; life assurance companies have deprived their 


policy-holders of- their proper share of capital profits. Выз 
was particularly the case prior to 1963, when I induced 
Prudential to start to distribute part of their enormous 
secret reserves; and from the latest report and accounts of 
Prudential it seems that distributions of capital profits 
(‘terminal bonuses") now amount to some 7o per cent of 
‘reversionary bonuses’. Banks expropriate their depositors, 
and equity shareholders their creditors and prior-charge 
holders. 

'The employer gains to the extent that pay is eroded and 
not compensated for by increased pay. In my previous 
articles, I demonstrated — by reference to Treasury statistics 
— that pay, generally, is still lagging behind prices. 


Table 2 
‘RELATIVE WAGES - 1963~70 (1963 = 100) 
. 1963 1969 1970 





GNP .. 100 118 120 
Pay 100 109 112 
' Grants А 100 142 145 
Other personal incomes (self-employed, 
rents, dividends, etc.) 100 107 102 
Total personal i incomes 100 113 113 


Professional incomes have been trebly squeezed: first, 
by inflation, secondly, by tax-subsidies to companies; and 
finally, by the pay demands of the best-organized workers 
seeking to redress their own squeezes. This treble squeeze 
was particularly severe in 1970, when the organized workers 
improved their position — without, however, catching up. 


ASSC 'discussion paper' 


It is against this background - inflation as legalized 
banditry – that the so-called ‘discussion paper’ (‘Inflation 
and Accounts', The Accountant, September 2nd) should be 
examined. The ASSC invited comments and should 
perhaps, have remembered the Chinese proverb — 'Be 
careful what you ask for; you may get it!’ | 


The ‘discussion paper’ is, in my view: 


1. Dishonest. It refers, with approval, to an earlier paper 
– ‘Accounting for stewardship in a period of inflation’ (The 
Accountant, September 14th, 1968). That reference omits 
the fact that the 1968 paper was based on the false premise 
(exposed by me in a letter in the Financial Times) that the 
equity shareholder is a net creditor expropriated by inflation; 
whereas (as revealed by the ‘Annual Abstract of Statistics’ 
and the monthly ‘Financial Statistics’) he is in fact a holder 
of tangible assets and a net debtor, who therefore benefits 
from inflation — what Jim Slater (at the 1970 Cambridge 
conference on ‘What is profit?’) described as 'the super- 
profit arising from inflation’. 

2. Devious. 'Tangible assets — stocks – enhanced by infia- 
tion, are muddled with net monetary assets, decimated by 
inflation. After some inquiry, I have ascertained .that the 
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‘comparable balance sheets, referred to in Examples 1 and 2 
are as follows: 








(£ooo's) This ^ Last 

year year 

` Fixed assets, less depreciation 580 570 
` Stocks 530 480 
Tangible assets .. IIO 1,050 


Less Excess of creditors over net mone- 
tary assets is. T s 32 4I 
Loan capital 200 


£878 








Net equity .. £809 

3. Ignorani, not only of the broad historical scope of 
inflation, but also of its impact on business and accounts. 
On the above data, the result of the 3 per cent inflation 
assumed in the ASSC examples is a ‘super profit’ of some 
£30,000, and not the mystical £28,000 ‘loss’ conjured up 
by the Institute’s Technical Department. 

4. Puerile. The modus operand: of the Technical Depart- 
ment, in relation to inflation, would be ludicrously funny 
if its objective — to condone robbery-by-inflation and to 
seek to help the evasion of tax on the swag — were not so 
monstrously disgusting. Their basic premise — that the 
current purchasing power of profits is reduced by inflation – 
is mere tautology; inflation, by definition, erodes all pur- 
chasing power, whether of pay, profits, dividends, debts, 
annuities, but that is no excuse for seeking to conceal the 
‘super profits’ of inflation. ‘Of all the elements of the 


national income, profits show the quickest response to ` 


inflation.’ - The Economist, July 28th, 1951. 


The CPP £ 


The best comment on this figment of the imagination of 
the Technical Department appeared in The Accountant 
two decades ago. In reviewing Recommendation №5, the 
Editor wrote: 

"The current value concept may be right in economic 
theory, but it seems far removed from the facts of trading.’ 
(The Accountant, May 31st, 1952.) 

The simple fact is that the currency of British commerce 


is the £, and not some hypothetical currency unit invented | 


by the Technical Department: 

"Though at one period based on a silver standard, later 
on a gold standard, and in three periods on no metallic 
standard at all, the pound has a continuous history and has 
never ceased to be accepted at any period in full settlement 
of debts incurred in the pounds of an earlier period.' — 
Feavearyear. 

That was, of course, written before Roy Jenkins’ 
‘guarantee’ to the Hong Kong holders of sterling; but that 
apart, there is only one £ sterling — until the advocates of 
the ‘CPP £’ start paying their own debts in £s of the 
purchasing power in which they were incurred. 

What is particularly frustrating is that the Technical 
Department have had on their files since 1957 (and I sent 
them another copy recently) a pro-forma set of ‘supplemen- 
tary accounts’ which clearly reveal the ‘super profits of 
inflation’. It is reproduced herewith as Appendix 2. 
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Thieves’ kitchen 


Ir 1951 by publication of its paper “The effects of inflation 
or industrial capital resources’ (stated to have been 
inspired by Professor Раззћ), the FBI started the legend 
that inflation and taxation erode industrial. capital..In The 
Accountant for March 185, 1952, I analysed the FBI paper, 
and pointed out that the ‘erosion’ whereof they complained 
was due to over-distribution. Neither was the Royal 
Commission on Taxation impressed by their arguments: 

^we are unable to accept the statistical exercises as establishing 

that over a specified period industrial capital has been eroded 
, Ey taxation’. (Ста 9474, at page 106.) 

INevertheless, this theme has been pursued with vigour — 
anc with devastating effect. First initial allowances, then 
investment allowances, then George Brown's investment 
grants and now Anthony Barber’s bounty. The outcome 
has been a constantly escalating scale of tax bribery of 
indastry from personal taxation which has reached the 
colcssal sum of £1 billion per annum; this I disclosed in 
The Accountant for May 20th, 1971, from which I have 
culled the following extracts: 

Table 3 
DISTRIBUTION OF UK Taxes PAID 


Guesstimate 
1952 1970 1971 

; £m {fm fm 
By persons 3,209 14,536 15,750 
By companies 982 964 800 

Pra rata to net incomes: > % pA Ts 
Persons .. ba cd e 25 34 33 
Companies 5 ; 35 15 II 
Prcportion paid: by companies . 23 6. 5 
Table 4 Guesstimate 

Company Capital Allowances etc. 

1952 1970 1971 

fm £m £m 

Fixed capital consumed à cur- 

rent prices) : 407 1,590 1,750 
Depreciation — say – бо. рег cent 244. 950 1,050 
Capatal allowances 398 3,400 4,200 
'Tax bonanza ae ES n. 8o 1,000 1,250 











In consequence, 20 per cent of our income tax is used to 
subsicize companies; ostensibly to promote capital invest- 
ment, but in fact to increase distributions. 

Table 5 
DISPOSAL or COMPANY INCOMES 


1952 1970 
A 
B о о 
Tota! company income 100 100 
Whereof: 
Taxes paid gs ДЕ jt МЕ 374 20 
Distributions 25i 41k 


Of the £1 billion a year company tax subsidies — averag- 
ing £1 a week per personal taxpayer — some £24 million is 
paid by the members of the English Institute. 

The 2owerful company tax lobby (inspired by Professor 
Paish who opposed N15 both in writing and orally before 
the Royal Commission) was pursued vigorously by Sir 
Fred Catherwood, M.A.,. Е.С.А. (when Director-General 
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of NEDC), and has now been taken over by Mr Barber 
himself: 

‘The ending of the investment grants scheme will yield 
substantial savings in public expenditure . .. . But the present 
level of company profits and liquidity makes it desirable that 
a large part of these savings should be channelled back to the 
corporate sector and this will be achieved through the tax 
system.’ – The Times, October 28th, 1970. 

Mr Barber’s immediate steps include accelerated de- 
preciation ; but the fund of unexhausted capital expenditure 
is running out, and that is why the destruction of N15 and 
the introduction of a scheme for depreciation other than on 
historical costs has become a matter of urgency. 

The crux of the ASSC ‘discussion paper’ is that the 
Council of the Institute has been invited to join the 
thieves’ kitchen in order to save the swag from taxation. 
This is evident, not only from the invitation to the Inland 
Revenue to join in the discussions; but also — significantly — 
from the remarks of Sir Ronald Leach, С.В.Е., F.C.A., as 
chairman of the ASSC at a press conference when the 
exposure draft was first mooted: 


‘It was to be expected that this exposure draft would be 
highly controversial, and unless the Inland Revenue could be 
induced to accept such a standard it would be difficult for 
industry to accept it.’ (The Accountant, January 21st.) : 


J'accuse! 
I accuse the ASSC: 


1. Of seeking to aid the continuance of the £1 billion a year 
bribery of companies from personal taxation — whereof some 
£24 million a year is from the pockets of members of the 
English Institute; 


2. Of associating with the enemies of the Institute in 
conniving at the destruction of Nrs, and its replacement by 
‘depreciation’ on a hypothetical conjectural basis in excess of 
cost; 


3. Of seeking to exert duress on the Board of Inland 
` Revenue to abandon the factual basis of depreciation; 


4. Of preparing the way for a new Royal Commission on 
Taxation in order to negate their findings in 1955: 


*One objection common to all schemes, namely that they 
involve giving preferential treatment to the owners of 
businesses as against other classes of taxpayer'. (Quoted 
with approval, from the Tucker report, at page 103.) 

*We do not accept that as a matter of principle a trader's 
profits in times of inflation must be computed with allow- 

ance for the cost of replacement of fixed assets or a fall in 
the purchasing power of money.' (Page 115.) 

“We think that for the purpose of taxation a system of 
computing profits that does not make allowance for these 
factors is preferable to one that does.’ (Page 115.) 

5. Of undermining the objectivity of the Institute and 
prejudicing its independence. 

The Technical Department of the ICA claims that its 
approach is analogous to the conversion of overseas cur- 
rencies. In my view, the true analogy is with the small 
trader 'fiddling his books' for tax purposes. 

I suggest that the Council can no longer take a negative 
attitude to the machinations of the ASSC. Either it must 
condone the efforts of the ASSC to protect the swag of the 
thieves' kitchen from taxation, or it should disband the 
ASSC, restore the policy of ‘Recommendations on account- 
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ing principles’, expose the thieves’ kitchen and seek to 
protect its members from the £24 million a year of which 
they are mulcted to subsidize company dividends. 

Above all — provided it acts before the ASSC has des- 
troyed our credibility and undermined our independence — 
the President and the Council could provide that 
much-needed inspiration for a vigorous campaign to stop 
robbery-by-inflation before it destroys our economy. As 
Anthony Barber said in his Budget speech: 

‘All our hopes for the future will be but dust in our 
mouths if we do not repel the assault upon the value of our 
money.” 


APPENDIX 1 
PURCHASING POWER OF THE £ — 1463-1970 
Centuries: 15th 76th 17th 18th 19th 20th 
s d s d s d s d s d s d 
Decade 
averages 
1 19 3 43 3 5 14 2 0 
2 18 0 3 9 3 01 3 1 9(1914) 
3 13 6 311 3 3 1 8 115 
4. 1211 3 3 3 7 139 12 
5 105 3333 4 19 10 
6 2002 611 3 23 21 8 54 
7 19 3 7 23 1 210 1 7 41 
8: 21 3 643 3 2 6 1 6 
9 17 3 5 7 3 6 2 5 111 
10 1910 4 3 312021 
PURCHASING POWER OF THE £ — 1914—1970 
Decades: 2nd 3rd 4th 5th 6th 7th 8th 
d d d d d d d 
Years 
о 8 13 N/A 65 43. 1(1:3р) 
2 11 15 N/A 52 4b c 
4 21 12 15 N/A 5i 4i (1963) 


6 14 12 14 8 5 4. 
8 10 13 13 7 3 
N/A — Not available. 


NOTES 

The upper table is derived from figures given in Seven Centuries of 
Prices of Consumables (Phelps-Brown & Hopkins). The lower table 
is derived from a table supplied annually to Parliament by the Treasury 
converted by me to the base 1914 —15s 9d (in place of 20s used by 
the Treasury). 
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Extract from letter dated March x8th, 1957, to the secretary oy 
Taxation and Research Committee of the English Institute, enclosing 
pro forma set of ‘Supplementary Accounts’. 


I find it tiresome (as I imagine do many others) that I must 
repeatedly, whenever the accounting consequences of inflation 
come up for discussion, make a plea for the Council to guard 
jealously its reputation for objectivity. The simplest facts of 
inflation are first that the debtor thereby robs his creditor, 
secondly that wages, salaries and annuities are effectively reduced, 
thirdly that the owners of tangible assets improve their relative 
position and finally, profits are increased. 

Surely if we are to produce a document dealing with ‘limitations’ 
we must first bluntly state these simple facts and see how far they 
are, or are not, depicted in normal commercial accounts. Having 
done so, it may then be possible to suggest solutions to any 
unsolved problems. 

I enclose a rough outline of such a document which might be of 
interest to the Joint Representatives. I should be glad if copies of it 
and this letter could be circulated before the meeting. . 


Yours sincerely, 
J. CLAYTON, 
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Limitations to the significance of accounts 
prepared on the basis of historical costs 


1.. The broad effects of inflation are: 
(a) debtors gain at the expense of creditors; 


(Б) those under obligation to pay annuities gain at the expense of 
the annuitants; 


(c) wage anc salary earners suffer an effective reduction in 
earnings, unless their pay is correspondingly increased; 


(d) the owners of tangible assets are protected from loss; 


- (е) business profits are generally higher than during periods of 
stable prices. 


2. The foregoing effects result from a fall in the purchasing 
power of sterling. As, however, accounts based on historical cost 
are expressed in sterling, they do not necessarily indicate all the 
effects of inflation. 


3. Some of the effects are reflected in the accounts but are not 
segregated from other (non-inflationary factors) which have 
contributed to the results. For example, the sale of stocks at prices 
which have risen due to inflation will be reflected in higher 
profit, as will be the effective reduction in wages, salaries and 
annuities similarly occasioned. 


4. Other effects — e.g. the relative stability in value of fixed assets 
dnd. relative fall in value of liabilities — will not normally be 
reflected in the accounts. 


5. Then again, higher profits will reflect the exhaustion of fixed 
assets acquired at earlier prices lower than current prices. But this 
merely reflects the partial realization of a profit (in terms of 
currency) occasicned by the possession of fixed assets with their 
relatively stable value. 


6. Although it seems desirable to preserve the historical cost 
basis of commercial accounts, it may also be desirable to prepare 
additional accounts which will more clearly depict the effect of 
inflation: 


7. If, in so doing, one wishes to be objective, it will be necessary 
to Tuin additional accounts depicting all the relevant facts and 
not merely a tendentious selection thereof. 


8. Accordingly one must reject such expedients às: 


(a) computing ‘profits’ by charging ‘depreciation’ based , on 
‘current’ or ‘replacement costs’; 


(b) ‘charging’ stocks consumed on the basis of ‘replacement 
‘costs’. 


. The broad effect of the foregoing expedients is to conceal 
и than reveal the effects of inflation. 


то. One method of indicating the effect of inflation is to draw up 
‘balance sheets’ at the opening and closing of an accounting 
period each having two columns. In the first column is put the 
normal balance, on an historical cost basis, and in the second 
column: 


(a) the estimated ‘replacement value’ of fixed assets — showing 
gross value and 'depreciation' separately; 


(b) the estimated 'replacement value' of stocks; 


(c) prior charges, debtors, cash and creditors on an historical 
cost basis; 


(d) the purchasing power of contributed equity capital (includ- 
ing share premiums) when contributed; 


(е) as a balancing figure, reserves (less share premiums). 


ir. From the attacbed illustration of accounts drawn up as 
indicated above, it will be seen that many of the broad effects of 
inflation are clearly indicated, viz.: 


(a) the opening balance sheets indicate that contributed 
ordinary capital has (in the illustration) maintained its 
original purchasing power, while in addition the balance 

, on reserves indicates that the equity shareholder has 
attracted some of the purchasing power of the prior charges 
and creditors (which exceeds the loss of purchasing power 
of debtors and cash); 


(b) subject to technological and other factors, the funds 
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necessary to replace fixed assets, when exhausted, will be 
approximately twice the amount of depreciation: similarly 
the physical replacement of stock will require funds about 
25 per cent higher than historical cost; 


(c) the closing balance sheets (assuming a further 10 per cent 
inflation). indicate that the tendencies depicted in the 
opening accounts have continued during the year. Because 
the equity shareholder is the owner of tangible assets and a 
net debtor, he has maintained the purchasing power of his 
contributed capital and attracted a further ‘slice’ of the 
purchasing power of his prior charge-holders and creditors. 


12. Additional accounts drawn up as indicated above will give 
clear guidance to management of the lessons to be drawn from 
inflation, viz.: 


(a) it is advantageous to own tangible assets and maintain a 
net debtor relation; 


- (b) replacement of tangible assets requires larger funds than is 
indicated by historical cost or depreciation. 


13. Balance sheets, as indicated above, do not, however, fully 
reveal the effects of inflation. But the remaining effects can be 
ascertained by an examination of the details of the profit and loss 
account, for example: 


(а) an analysis of stock consumption will indicate the extent to 
which higher profits are attributable to rises in price of stock 
consumed; 


(b) reference to the date and price levels at which wages and 
salaries were last adjusted will indicate the extent to which 
higher profits are due to`lóès of purchasing power of wages 
and salaries; 


(c) similarly reference to the dates and price levels at which 
rents and other annuities were fixed will indicate the extent 
to which higher profits are due to the loss of menn 
power of rents and other annuities. 


14. By thus analysing the details of the profit and loss а 
management can obtain a clear indication of the extent to which 
its results reflect ~ on the one hand, good management and, on the 
other, the results (whether or not deliberately foreseen) of 
inflation. 


15. Thus when considering: 


(a) the prices of its products ~ management will have a clearer 
picture of its costs and an indication of the extent to which 
they have been influenced by inflation; 


(b) wage negotiations — management will have a clearer picture 
of its results and the degree to which they have been 
affected by inflation; 


(c) contracts to be paid for ona cost-plus basis – whether or not, 
in the particular circumstances of the case, it can reasonably 
be contended that the special ‘profits’, accruing to the 
equity shareholder by reason of inflation, should be ex- 
cluded in arriving at such costs. 






























































Opening Balance Ti Closing Balance Sheet 

A : Ad- 

Actual Index justed Actual Index justed 

£ £ 

Ordinary shares 1,000 250 2,500 1,000 275 2,750 
Reserves 500 Bal. 1,250 1,150 Bal. 2,210 
1,500 3,750 2,150 · 4,960 
Preference shares 1,000 1,000 1,000 1,000 
Liabilities 1,500 1,500 1,750 1,750 
£4,000 6,250 £4,900 7,710 
Fixed assets 4,000 200 8,000 5,000 198 9,900 
Less: Depreciation 2,000 200 4,000 2,500 198 4,950 
2,000 4,000 2,500 4,950 
Stocks 1,000 125 1,250 1,200 130 1,560 
Debtors and cash 1,000 1,000 1,200 1,200 
£4,000 6,250 £4,900 e 7,710 
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Taxation 
Cases 








R. v. Freshwell Commissioners 
Ex Parte Clark 
In the Court of Appeal – October 27th, 1971 


(Before Lord Justice SALMON, Lord Justice BUCKLEY and Lord 
Justice ORR) 


Income. tax — Appeal — Written decision — Sent to Revenue — 
Expression of dissatisfaction — Thirteen days late — Whether 
given immediately after the determination of appeal — Income 
Tax Act 1952, section 64. 


An assessment was made on the taxpayer under Case VII of 
Schedule D and an alternative assessment was made on him 
under Case I. He appealed against both assessments and the 
appeals сате. оп for hearing before the General Commissioners 
in January 1970. The representative of the Revenue informed 
the General Commissioners that if they confirmed one of the 
assessments they would have to discharge the other. The 
General Commissioners stated that they would give their 
decision in writing. 

At the-end of the hearing the Revenue representative asked 
the Clerk to the Gerieral Commissioners to send the written 
decision to him at Somerset House. Later he telephoned the 
clerk and reminded him that the written decision was to be sent 
to Somerset House. There was no suggestion that the clerk 
objected to that course. The General Commissioners’ decision 
was dated March roth, and a copy was duly sent to the tax- 
payer, but through some slip in the office of the clerk, the 
decision was not sent to Somerset House, but to the office of 
the local Inspector of Taxes. On that very day that Inspector 
ceased to be the Inspector for that district, and his successor, 
not appreciating that it was specially important that urgent 
action should be taken, did not for a time dispatch the written 
decision to Somerset House. It reached there on March 23rd, 
By their decision the General Commissioners confirmed the 
assessment under Case I and discharged the assessment under 
Case VII. 

As soon as the decision reached Somerset House the Revenue 
representative, a lawyer, observed that if the taxpayer asked 
for a case to be stated in respect of the Case I assessment, 
and succeeded in an appeal to the High Court, that assessment 
would have to be discharged, and that unless prompt steps 
were taken in regard to the Case. VII assessment, the discharge 
of that assessment would stand. Accordingly on March 23rd 
the Revenue representative wrote to the Clerk to the General 
Commissioners expressing dissatisfaction in respect of the 
decision on the Case VII assessment. In the meanwhile on 
March 13th the taxpayer had expressed dissatisfaction in respect 
of the Case I assessment, and a few days later he requested the 
General Cornmissioners to state a case. On April 2nd the 
Revenue asked the General Commissioners to state a case in 
respect ofthe Case VII assessment. 

The taxpayer applied to the Queen's Bench Division to pro- 
hibit the General Commissioners from stating and signing 
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a case in respect of the Case. VII.assessment. The Divisional 
Court refused the application, and. the taxpayer appealed to 
the Court of Appeal. - 

Held (affirming the decision of the Divisional Court): the 
provision in section 64 of the Income Tax Act 1952 that the 
expression of dissatisfaction should be made immediately after 
the determination of the appeal was directory only; and that 
in -the circumstances of the present case the expression of 
dissatisfaction by the Inland Revenue, although after an inter- 
val of thirteen days, was effective. 


Cdeon Associated Companies Ltd v. Jones 


. In the Court of Appeal – November 3rd, 1971 


(Before Lord Justice Sarmon, Lord Justice BuckLey and 


Lord Justice Orr) 


Income tax ~ Deduction — Purchase of cinemas — Accrued repairs ~ 
Whether deductible — Companies Act 1948, sections 150, 151, 
152 — Income Tax Act 1952, section 137 (f). 


The appellant company acquired a number of cinema theatres, 
and incurred expenditure on repairs attributable to prior user,” 
and this expenditure was charged to the company’s trading 
account. If the expenditure had been incurred by the vendors,’ 
it would have been allowable in computing their profits for tax 
purposes. In accordance with the principles of sound com-' 
mercial accounting the expenditure in question would be 
dealt with as a charge to revenue in the purchaser’s accounts. 

It was contended on behalf of the company that the expendi- 
ture in question was properly charged to trading account, and 
was also deductible in computing the company’s profit for 
tax purposes. It was contended on behalf of the Revenue that 
for tax purposes the expenditure was capital expenditure, and 
was therefore non-deductible. The Special Commissioners 
decided in favour of the Revenue." 

Held (affirming the decision of Mr Justice Pennycuick): as the 
expenditure in question was chargeable to revenue in accord- 
ance with the principles of sound commercial accounting 
it was also deductible for tax purposes. 


Blausten v. CIR 
In the Court of Appeal — October 22nd, 1971 


(Before Lord Justice SALMON, Lord Justice Вусківү and 
Lord Justice Ong) 


Surtax — Settlement — Caught by anti-avoidance legislation ~ - 
Adjustments to restore situation — Whether adjustments effective — 
Finance Act 19 58, section 22. : 


In 1956 the taxpayer made a settlement on discretionary trusts 
in favour of a specified class. By clause 2 (A) the trustees were 
to hold the trust fund for the trust period to apply the income 
among the members of the specified class as the trustees should 
think fit. By a proviso the trustees were enabled in their un- 
controlled discretion to apply capital of the trust fund for the 
benefit of any one or more of the specified class, but not so as 
to confer any benefit, during the settlor’s lifetime, in capital or 
income upon the settlor’s wife. The specified class were ‘the 
wife widow children and remoter issue of the settlor’. By 
paragraph 5 of the second schedule to the deed of settlement 
the trustees might with the settlor's previous written consent 
‘appoint that any other person or persons except the settlor shall 
be included in the specified class and as from the date of any 
- such appointment the person or persons specified therein shall 
be included accordingly’. 
The settlement was caught by section 22 of the Finance Act 
1958, and, pursuant to section 22 (5), a deed of appointment was 
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executed in 1959 for the purpose of restoring the situation. 

By this deed the trustees irrevocably declared and appointed 
that until the expiration of the trust period the capital of the 
trust fund was to be held upon the like trusts as in the deed of 
settlement, as if they were repeated — 


‘save only that: (a) in the definition of the specified class con- 
tained in the schedule to the settlement the words “wife widow” 
shall be deemed to be omitted; and (6) in clause 2 (A) of the 
settlement there shall be deemed to have been inserted after the 
words: "the specified class" [in the proviso] the words “апа 
the widow of the settlor” '. 


'Fhus the insertion dealt with capital, but not with income. 
It was contended for the taxpayer that, as amended by the 
deed of appointment, the settlement deed did not confer any 
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incerest in the income on the settlor’s wife, but only on his ^ 
widow; and that, therefore, the settlement had been taken out- 
sice section 22. It was contended for the Revenue that the 
apoointment deed was ineffective in that it was an attempt to 
de ete from the specified class; alternatively, that if the deed 
was valid, it left the trustees with power, in paragraph 5 above, 
to include the settlor's wife in the specified class, and then the 
trusts for income would apply to her. The Special Com- 
missioners decided in favour of the Revenue. | 

weld (reversing the judgment of Mr Justice Goff): the 
power of the trustees in the schedule to add to the specified 
clause had to be read subject to the qualification that they 
could not properly exercise it so as to include the wife during | 
the settlor's lifetime. | 








Current Law 


Contract: Misrepresentation 


HE Court of Appeal has again been called upon to decide 
which of two innocent parties should suffer for the fraudu- 
lent conduct of a third. 

A rogue, representing himself to be a well-known enter- 
tainment personality, offered to buy L’s car, and was allowed 
to take away both the car and the log book in return for a 
cheque which was dishonoured on presentation. He subse- 
Tor resold the car to A, and disappeared. On discovering the 

raud, L sued A for the return of the car and for damages for 
its detention. 

The Court of Appeal, following Phillips v. Brooks ([1919] 
2 KB 243) reluctantly decided against L. The presumption 
was that, in cases where the seller intended to contract with a 
person physically present before him, a misrepresentation as to 
identity by the latter would not avoid the contract unless the 
seller regarded that identity of as vital importance. In the present 
case, L’s error was only as to the creditworthiness of the man 
present before him; the contract of sale was voidable only, 
not void, and as it had not been avoided prior to the resale of 
_ the car to A, the latter's title was good. 

Lewis v. Averay ([1971] 3 All ER 907). 


Company: Validity of Liquidation 
Т an extraordinary general meeting of H Ltd a resolution was 
proposed to wind up the company voluntarily and appoint a 
liquidator. Two of the company’s five shareholders (who 
between them held 50 per cent of the shares) supported the 
resolution; the remaining three, who were another company 
(F Ltd) and its two directors, abstained from voting. 

Shortly after the meeting, one of the abstaining shareholders 
discovered that the notice convening the meeting had been one 
day short of the required period, and he advised the accountants 
employed by the liquidator of this defect. However, none of the 
alsstaining shareholders raised any objection to the liquidation, 
but apparently decided to reserve the possibility of upsetting the 
liquidator's appointment at some later date should they not be 


satisfied. Meanwhile they co-operated with the liquidator in his 
investigations. | 

Some three and a half years later, the liquidator issued a 
summons claiming that certain payments made prior to the 
reso-ution to wind up the company constituted a fraudulent 
prefzrence of F Ltd. F and its two directors then contended that 
Н had never been validly placed in liquidation, by reason of the 
inadequacy of notice. 

In the Chancery Division, Brightman, J, ruled that the 
company was bound in any matter zntra vires by the unanimous 
agreement of its members. The three shareholders who did not 
vote in favour of the resolution had allowed it to be passed with 
knowledge of their power to oppose it, and in any event by their 
subsequent conduct must be deemed to have assented to it. 
Accordingly the resolution to place H Ltd in voluntary liquida- 
tion was valid. 

Further, to grant the relief claimed by the dissentient share- 
holders would be unjust to the creditors of the company and to 
the liquidator. Apart from the first ground of the decision, their 
claim was also barred by laches or unreasonable delay. 

Re Bailey Hay & Co Ltd, ([1971] 3 All ER 693). 


Contract: Remoteness of Damage 


AMAGES for breach of contract may include expenditure 

incurred before the contract was concluded, provided that 
such expenditure was reasonably in the contemplation of the 
parties as likely to be wasted if the contract was broken. 

A television company proposed to make a film; they arranged 
for a place where the action was to be filmed, they employed a 
director, a designer and stage manager, and so forth. They 
involved themselves in expense amounting in all to £2,750. A 
well-kiown actor, R, was approached and agreed to play the 
leading part; unfortunately he later repudiated his contract, and 
the television company, after unsuccessfully attempting to find 
a substitute, abandoned the project. As an alternative to seeking 
damages for loss of profit (which could not in any event have 
been quantified) the television company sued К for the abortive 
expenditure of £2,750. 

R did not dispute the breach of contract, but claimed that 
damages for the breach could not include expenditure incurred 
before the contract, and that his liability should therefore be 
limited to £855 only. 

The Court of Appeal unanimously dismissed this contention. 
It was plain that, when К entered into the contract, he must have 
known perfectly well that much expenditure had already been 
incurred, and it could reasonably be imputed to him that, if he 
broke h s contract, all that expenditure would be wasted. He was 
liable fcr the expenditure so wasted and thrown away, whether 
or not i was incurred before or after the contract. 

Anglia Television Ltd v. Reed ([1971] 3 АП ER 690). 
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Informative Report from Thos W. Ward 


| |: is a measure of the progress made in company reporting 

and in the presentation and content of company accounts that 
the accounts of Thos W. Ward which in 1954. won the first of 
The Accountant Annual Awards would now barely rate a second 
glance. And yet, at the time, the accounts were well ahead of the 
field and even well ahead of Companies Act and Stock Exchange 
requirements. 

By modern standards there was a decidedly ‘utility’ look about 
the Award-winning Ward accounts, and to a generation that 
does not understand just what ‘utility’ conveys, it means bare in 
the manner of bare essentials. There was little use of space for 
the presentation of information and there was a sameness of 
style. 

In their way and in their time the Ward accounts were worthy 
of the Award, but for some years afterwards there was a certain 
amount of resting on laurels - or should it be sconces? In more 
recent years, however, there has been considerable effort put 
into the restyling and presentation of the Ward report and 
accounts and this week's reprint from them does not do justice 
to the report's clarity of style and the ease with which it can be 
read. The Ward Group is a widely varied organization, but the 
manner of presentation of the report makes clear what could in 
inexpert hands have become a muddle. 


Pence per share 


"There are 32 pages to the report and that being so it is as well 
that inside the front cover there is an index. Space is lavishly 
used — with the notice of meeting, detail of the board of 


directors and the auditors’ report all receiving the now rare treat-. 


ment of a page apiece. ‘There is a trend in company reports for 
the auditors' report to be tucked away in some quiet corner. 
"This is to a degree due to the brevity of such reports if they are 
‘clean’, but the tucking away of the report — not necessarily the 
hiding of it - is apt to create suspicion of qualification. At least 
it probably does so in those whose job it is to find out what is 
wrong rather than accept what is correct. 

Summary of group results, including earnings per share, 
dividend per share and capital gains tax detail as well as dividend 
dates also receive the full page treatment. It is good to see 
Ward reporting earnings per ordinary share at 31p for the past 
year against 24p previously and directly underneath dividends 
per ordinary share (gross) at 17-5p against тор. It is surprising 
the number of reports which state earnings per share in pence 
and quote the dividends as a percentage, and do so without an 
indication of the nominal value of the shares. 

In Ward's case, the ordinary shares are £1 nominal value, so 
17°5p is 174 per cent and the dividend is stated as a percentage 
in the first part of the summary. In the second part, where 
earnings per share are stated, the dividend is given in pence per 
share for straight comparison purposes. 

One early result of the 1967 Companies Act was the inclusion 
in company reports and accounts of directors! reports of inord- 
inate length. Usage and familiarity has brought acceptance of the 
principle that provided the necessary information is given in the 


report and accounts document, it does not necessarily have to 
be shown in the directors’ report itself. In fact, the final para- 
graph in the Ward directors’ report is headed ‘Other information 
required under the Companies Act 1967’ and reads "The 
activities of the Ward Group, analysis of turnover and profit or 
loss before taxation for the Group are detailed in information 
given with the accounts and are deemed to be part of this report'. 


Description of activities 


'The analysis is included in the reprint and it will be seen that 
it contains a full description of the activities of the group, thus 
obviating the need to include an ‘Activities’ paragraph in the 
directors’ report. In the Ward report, group cash flow detail 
appears on the page opposite the turnover and profit analysis 
and in order to include this in the reprint, detail of directors’ 
emoluments and shareholdings shown in the original in the 
notes to the accounts have been omitted. 

Also omitted is an analysis of ordinary shareholdings showing 
that individuals hold 40:93 per cent of the equity, with 23:35 per 
cent in holdings of up to 1,000 shares. Banks, insurance com- 
panies, pension funds and trusts, and other corporate holdings 
account for the 59-07 per cent balance of the equity. 

The bulk of the improvement in profits in the past year came 
from the cement interests which benefited from increased selling 
prices and from a mild winter which allowed building and 
construction work to go on unhampered. 

Since the year-end, there have been two acquisitions. For 
£400,000, covered by the issue of 150,000 ordinary shares, the 
Safety Service Co was acquired last July and for £1,050,000 
(£300,000 cash and 275,229 shares) Taylor Bros (Sandiacre) was 
bought in September. The former company makes industrial 
safety equipment and the latter, permanent-way equipment. 

As the cash flow details show, cash generated from trading 
covered spending on buildings and plant by {1-1 million. 
Despite. а £9 million rise in turnover, debtors (less creditors) 
were reduced by £1-7 million but stocks increased by 22'9 
million. : 


Stock reduction 


'The chairman, commenting on the cash position, says: "Whilst 
the downturn in trading in certain activities reduced demand 
almost overnight, it was the policy of your company to honour 
its obligations to suppliers and this inevitably led to some 
stockpiling of raw materials. We are, however, aware of the 
increasing investment in stocks and work in progress and the 
question of stock reduction is being given top priority through- 
out the group.’ | 

The chairman’s statement includes а review of each division 
of the group and the report concludes with five pages listing the 
principal companies of the group, their location and interests. 
The ten-year record, spread over a double-page opening, 
shows percentage profit on turnover and on capital employed, 
earnings and dividend per share and ‘times covered’ for the 


payment. 
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Guardian Properties 


ROPERTY company annual reports invariably refer to the 

value of developments in hand and, through the combina- 
tion of directors’ report and chairman's statement, a broad 
outline of the programme can be obtained. But in the report of 
Guardian Properties (Holdings) shareholders are given detailed 
information on ‘properties held for and in course of develop- 
ment', with two pages given over to this information at the back 
of the report. 

The details are set out under four headings – commercial, 
industrial, residential projects in course of development, and 
' properties held for investment and future development. Each 
project is detailed, as for example: 

Gough Square, London EC4: Leasehold office building situated 
in one of London's most famous squares. The property was 
rebuilt in 1953 and after complete modernization will provide 
some 5,600 sq. ft of luxury office accommodation. The building 
works are in hand and completion is expected early in 1972. 
Guardian Properties commercial and industrial project 

development costs all told amount to £6-8 million, which may 
be modest compared with the figures put out by the property 
giants. The giants could hardly go into detail to the extent that 
Guardian can, but Guardian's effort is an extremely good piece 
of shareholder reporting. 


Lister & Co 


HERE is no doubt that Lister & Co, the Bradford-based 

textile manufacturers, know their textile stuff. Lister's fur 
fabric division is a 1971 Queen's Award winner. The group has 
no doubt prospered because it has been considered that there is 
always room for improvement. 

The same consideration could be given to the company's 
report and accounts. It could be appreciated with advantage, for 
example, that it is not usual now to record turnover in the notes 
to the accounts but in the profit and loss account or in the 
directors’ report or in the summary of results or, indeed, any 
other prominent position than simply in Note 11. It could be 
appreciated that the fashion in balance sheets has progressed 
beyond two-sided ‘gross’ presentation and that reports are being 
presented these days with such frills as ten-year records, detail 
of percentage earnings on sales and capital employed, to say 
nothing of the more recent improvements that have been 
advised, urged and demanded. 

In a group that covers velvets, soft furnishings, floor rugs, 
fleece cloths, special purpose fabrics, fur fabrics, fine dress, 
tropical and double-jersey fabrics, uniform cloths, velours, 
woollen overcoatings, worsteds, ‘Crimplene’, hand knitting 
yarns and worsted synthetic and texturized yarns there should 
surely be some scope for some indication of turnover and profits 
by division. 


Obsolete Stores 


HE Tunnel Cement company's management has been 

having a look at che stores situation. The management has, 
as a result, probably instituted a system of more regular 'looks' 
at the position. 

In the final paragraph in the company's interim report it is 
stated: ‘During the year to date it has become clear that due to 
the accumulation of obsolete stores items going back for a 
considerable number of years, an adjustment to the value of 
stores carried in the balance sheet will be required.’ That is the 
kind of statement that sends the imagination working on the 
lines of who started the check — the managing director poking 
his pose in some storeroom inner sanctum. A check on insurance 
needs and costs? Simply the auditors? 

Whoever or whatever it was they certainly started something 
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big. The accumulation of obsolete stores has reached the point 
point where ‘a provision of not more than £750,000, subject 
to appropriate tax relief, will be made in the final accounts but 
will aot be charged against the current year's trading profit’. 

Тае Tunnel Company has been having something of а clear- 
out all round. Interests in The Cyprus Cement Company, 
The East African Portland Cement Company and in New 
Zealend Cement Holdings have been sold, and of extraordinary 
items of £559,690 recorded in the half-year figures, 80 per cent is 
accounted for by net profits on investment sales. : 


Dol ar Land 


HE most amazing thing about Dollar Land Holdings, whose 
1¢69 accounts have recently been issued, is that the company 
still exists. It does so largely because of the obstinacy ‘of share- 
ћојде-з and the reluctance of the Board of Trade or its successor 
to investigate the company’s past operations. 
The 36 pages of the report and accounts for the year to 


THOS. W. WARD LIMITED 
REPORT OF THE AUDITORS TO THE MEMBERS 


In our op nion the accounts and notes thereon numbered 1 to 17 inclusive, set out on 
pages [75€ to 759], give, so far as concerns members of the Holding Company, 

a true anc fair view of the state of the affairs at 30th June, 1971, and of the profit 

for the year ended on that date of the Company and of the Group, and comply with 
the Companies Acts 1948 and 1967. The accounts of some of the subsidiaries have 
been audited by other firms. 


THORNTON BAKER & CO, 
Chartered Accountants 


Auditors 
Sheffield 


18th October, 1971. 


THOS. W. WARD LIMITED AND ITS SUBSIDIARIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
YEAR ENDED 30th JUNE, 1971 


1371 1970 

Turnover (»utside the Group) (note 8) 77,799,894 68,642,525 
Trading prefit (note 14) 5,421,521 4,510,614 
Less deprecizzion (note 9) 1,586,146 1,408,305 

3,835,375 3,102,309 
Other income (note 12) Y 467,495 2 277,869 
Profit befor2 interest on unsecured loan stock 4,302,870 3,386,178 
Interest on unsecured loan stock 112,232 — 
Profit befor2 taxation 4,489,938 3,380,178 
Taxation (nete 13) 1,587,738 1,388,766 
Profit after -axation 2,602,200 1,921412 
Add transfers from reserves (note 15) 164,171 58.914 
Available profit 2,766,371 `- 2,050,326 
Less share of profit attributable to minority interests 353,370 . 179,908 
Group profit relating to Thos. W. Ward Ltd. 2,413,001 1,870,418 
Dividends pzid during year 
First and secoad preference shares — 70,323 
Ordinary sharss—interim “A, (1970—5%) 388,905 378,041 
Proposed dividend (note 1 
Ordinary shar-s—final 12195 5), 970—10%) 989,894 776,468 
Total dividerds 1,378,799 1,224,832 
Total amoun- retained 1,034202 645,586 
Less amount recained in accounts of subsidiaries 892,057 506,054 
Amount reta ned in accounts of parent company 142,145 139,532 
Balance brouzht forward 1,911,150 1,771,618 
Balance carried forward 2,053,295 1,911,150 


— 


To be read іп cozjunction with the notes on pages [758 to 759] 


THE 
December 2nd, 1971 


December 31st, 1969, contain enough qualifications by two 
firms of auditors to make it clear that the figures in the accounts 
are meaningless symbols. Arthur Andersen & Co, of Toronto, 
auditors to the Dollar Land Corporation, the main subsidiary, 
comment that ‘because of the material effect of the probable 
losses not provided for, and uncertainties surrounding the 
realization of the company’s assets . . . it is our opinion that the 
accompanying financial statements do not and cannot present 
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fairly the consolidated financial position of Dollar Land Cor- 
poration Ltd and subsidiaries as of December 31st, 1969, nor 
the results of their operations ... for the year then ended. 
Arthur Andersen comment on lack of access to financial 
records on joint ventures, lack of records to support income from 
wholly-owned properties managed by independent companies, 
inability to verify title to four properties, inability to check the 
involvement in property deals of individuals who in prior years . 





THOS. W. WARD LIMITED 


CONSOLIDATED BALANCE SHEET 
AT 30th JUNE, 1971 





1971 010 
£ 
issued share capita! of Thos, W. Ward Ltd. (note 1) 7,769,154 8,797,233 
Capital reserves (note 2) 11,652,453 11,281,257 
Revenue reserves and surplus (note 3) 10,709,832 10,526,036 
Total of capital and reserves 30,131,439 30,604,526 
Minority shareholders’ interests 3,121,162 3,473,489 
Unsecured loan stock 
103% unsecured loan stock 2000/2005 1,050,503 — 
Deferred taxation (note 13) 927,551 — 
Current liabilities 
Trade creditors 12,232,220 10,964,685 
Taxation (note 13) 2,907,502 2,821,912 
Bank overdraft 5,689,572 6,253,427 
Proposed dividends: Ё 
Thos. W. Ward Ltd. (note 16) 989,894 
Minority shareholders 95,534 
———— 1,085,428 847,334 
21,914,722 20,887,358 
57,145,377 ' 54,965,373 
THOS. W. WARD LIMITED 
BALANCE SHEET AT 30th JUNE, 1971 
1971 1970 
£ £ 
Issued share capital (ncte 1) 7,769,154 8,797,233 
Share premium account 1,071,288 1,071,288 
Capital reserve (note 2) 5,691,933 5,519,935 
Revenue reserves and surplus (note 3) 4,601,951 4,661,150 
Total of capital and reserves 19,134,326 20,049,606 
Unsecured loan stock 
102% unsecured loan stock 2000/20005 1,050,503 — 
Deferred taxation (note 13) 201,344 : — 
Current liabilities 
Trade creditors 4,606,822 4,701,698 
Due to subsidiaries 1,518,469 1,221,866 
Bank overdraft 4,794,809 4,078,106 
Taxation (note 13) . . 762,177 997,925 
Proposed dividends (note 16) 989,894 776,468 
12,672,171 11,776,063 
33,058,344 31,825,669 


——— 





is js 
Fixed assets (note 4) 18,708,186 18,563,209 
Investments( note 11) 
Quoted 29,896 55,277 
Unquoted 2,958,285 2,957,120 
7 2988481 ^ 3,012,397 
Current Assets , 
Stocks and work in progress (note 10) 17,797,411 15,162,080 
Debtors 17,590,872 18,027,687 
Tax Reserve Certificates 10,727 45,000 
Cash on short term loan У , 50,000 155,000 
35,449,010 33,389,767 
57,145,377 54,965,373 
To be read in conjunction with the notes on pages [758 to 759] 
ARNOLD CARR 
Directors 
F. МУ, ROBINSON 
1971 1970 
Ё £ 
Fixed assets (note 4) 5,112,622 5,122,654 
Subsidiary companies 
Investments at cost 10,021,983 9,812,934 
Trade accounts 1692, 336,870 
Debentures and loans 4,098,655 3,584,879 
Dividends receivable 787,535 580,460 
15,133,865 14,315,143 
Investments (note 11) 
Quoted 28,039 27,899 
Unquoted 2,000 2,000 
' — 30,039 29,899 
Current assets 
Stocks on hand (note 10) 5,109,980 3,999,078 
Debtors 7,660,897 8,348,315 
Cash in hand 10,941 10,580 
12,781,818 12,357,973 
33,058,344 31,825,669 


To be read in conjunction with the notes on pages [758 to 759] 


jore 


ARNOLD CARR 
F. W. ROBINSON 
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were responsible for the management of the company — and so 
on. 


A long ride 


In their report to the members of Dollar Land Holdings, 
Chalmers Impey & Co refer to the Arthur Andersen report and 
add, amongst other things: ‘Because no audited financial state- 
ments have been prepared for Dollar Land Corporation Ltd 
and its subsidiaries since December 31st, 1969, and having 
regard to the lack of continuity in the board of Dollar Land 
Holdings Ltd by reason of the changes of directors since 1968 
and the absence of directors between December 30th, 1969, 
and June 4th, 1970, we have been unable to obtain adequate 
assurance that all relevant events which have occurred between 
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the balance sheet date and the date of this report and, in par- 
ticu'ar, that events which have occurred since Arthur Andersen 
& Co reported on the accounts of Dollar Land Corporation Ltd 
subsidiary companies, are known to us.’ 

Inevitably, Chalmers, Impey are unable to express an 
opinion on the Dollar Land Holdings accounts. These are the 
tenth accounts of a company that was originally formed as a 
British company having, through subsidiaries, its assets in 
property in Canada and the United States. 

Right from the start the British holding company suffered 
from having to rely on North American property ‘expertise’ and 
there is not the slightest doubt that in the North American 
idiom Dollar Land Holdings has been taken for a ride. An 
extremely long ride at that. 





THOS. W. WARD GROUP 


NOTES ON THE ACCOUNTS 
YEAR TO 30th JUNE, 1971 


1. Capital authorised and issued 


ISSUED AND 
AUTHORISED FULLY PAD 
9,000,000 Ordinary shares of £1 each 7,769,154 





" On 13th July, 1970, the High Court sanctioned the cancellation of the 5% first 
cumulative preference shares and the 5% second cumulative preference shares 
in Thos. W. Ward Ltd. and the 44% preference shares in Marshall Sons & Co. Ltd. 
£1,050,503 102% unsecured loan stock in Thos. W. Ward Ltd. was issued in their 














place. 
2. Capital reserve Holding Group 
company £ 
BALANCE AT 30th JUNE, 1970 5,519,935 15,423,324 
Profits on sale of fixed assets and investments | 7,770 
Surplus arising on substitution of unsecured loan stock 190,000 190,000 
5,709,935 15,621,094 
Deduct 
- Loss on liquidation of subsidiary 18,002 18,002 
5,691,933 15,603,092 
Deduct 
Amount relating to minority interests 1,188,648 
s 14,414,444 
Less ` 
Set off of net premiums on acquisition of shares in 
subsidiary companies 2,761,991 
PER BALANCE SHEET AT 30th JUNE, 1971 5,691,933 11,652,453 
3. Revenue reserves and surplus Holding Group 
company 
(a) General reserve t £ 
palange at 30th June, 1970 2,750,000 6,474,347 
Transfer from profit and loss account 200,439 
6,674,786 
Deduct 
"Transfer to deferred taxation 201,344 622,205 
Exceptional stock write off relating to prior years 
after tax relief thereon 142,984 
General reserve of subsidiary liquidated 890 
2,548,656 5,908,707 
Less А 
Amount relating to minority interests 604,799 
| 2,548,656 5,303,908 
Holding ‘Group 
company 
(b) Profit and loss cccount £ Ё 
Palance at 30th June, 1970 4,941,150 4,965,974 
Retained profits 142,145 1,240,541 
Adverse balance of subsidiary liquidated 5, 
2,053,295 6,212,337 
Deduct 
Transfer to general reserve 200,439 
Transfer to deferred taxation 215,584 
5,796,314 
Less 
Amount relating to minority interests 390,390 
2,053,295 5,405,924 
* p——— ——— 
TOTAL REVENUE RESERVES AND SURPLUS 
PER BALANCE SHEET AT 30th JUNE, 1971 4,601,951 10,709,8. 





NCTES ON ACCOUNTS, 
YEAR TO 30th JUNE, 1971 a 
cont nued У 


4. Fixed assets 
MDVEMENTS DURING YEAR (to nearest £000) 























GROUP THOS. W. WARD LTD. 
Land & Plant Land & Plans 
buildings etc. Total buildings etc. Total 
£ £ £ £ £ Ё 
Vzluation or cost at f 
3Cth June, 1970 10,783 10,783 2,974 2,974 
Cost or net book value 
at 30th June, 1970 18,458 18,458 4,697 4,697 
A-lditions at cost 727 1,463 2,190 156 574 730 
11,510 19,921 31,431 3,130 5,271 8,401 
Sales at cost or valuation 365 823 1,188 18 519 537 
Vszluation, cost or net 
bcok values at 30th 
June, 1971 11,145 19,098 30,243 3,112 4,752 7,864 
Cumulative depreciation 
at.30th June, 1970 726 10,036 10,762 91 2,483 2,574 
Cl arge for the year 145 1,441 1,586 30 520 550 
~ 871 11,477 12,348 121 3,003 3,124 
Transferred re sales 174 524 698 — 345 345 
Ct mulative depreciation А 
at 30th June, 1971 697 10,953 11,650 121 2,658 2,779 
10,448 8,145 18,593 2,991 2,094 5,085 
Асі Loose tools .15| ^ 27 
Pe- Balance Sheet 
at 30th June, 1971 18,708 5,112 
At 30th June, 1970 10,057 8,422 18,563 2,883 2,214 5,122 
THE CAVISION OF LAND AND BUILDINGS IS SET OUT BELOW:— | 
Thos. МУ. Ward Ltd Group 
£000 £000 
Freehold 2,747 9,879 
Long lease | 184 448 
Short lease 60 121 
NOTES Р : 
(1) A professional valuation of land and buildings was carried out on 30th June, 
1967, and the balance remaining is as follows:— 
E Thos. W. Ward Ltd. Group 
£000 £000 
At valuation 2,603 8,196 
At cost or net book value 509 2,949 


Q) Group additions to plant and machinerv are stated after deduction of estimated 
amounts receivable as investment grants. 
Thos. W. Ward Ltd. £90,449 
The Ward Group £266,952 


5. Ccmmitments for capital expenditure (not provided in these accounts) 
(2) AMOUNTS CONTRACTED FOR BUT NOT PROVIDED FOR 


1970 

£ £ 
Thos. МУ. Ward Led. 136,706 325,500 
The Ward Group 470,626 873,790 

(b) AUTHORISED BY DIRECTORS BUT NOT CONTRACTED FOR 

1971 1970 

£ £ 
Thos. W. Ward Led. 27,500 98,800 
The Ward Group 107,700 602,883 


December 2nd, 1971 


NOTES ON ACCOUNTS, 
YEAR TO 30th JUNE, 1971 
continued 


6, Subsidiary companies 
Included in the accounts of a subsidiary company is a provision for losses of £6,500 
suffered by its associated company. No audited accounts are yet available but the 
directors are satisfied as to the adequacy of the provision. 


7. Contingent liabilities 
There are contingent liabilities in respect of bank guarantees given in respect of 
foreign subsidiary companies, bills discounted and foreign contracts. 


8. Turnover 
Turnover represents invoiced sales and work done (less credits) during the year, 
excluding sales between Group companies. 


9. Depreciation 
Provision has been made for depreciation of buildings on the basis of the industrial 
buildings allowance for taxation. 
The provision for depreciation of plant and machinery etc. is calculated either on a 
straight line or reducing balance basis at rates varying according to the estimated 
life of che plant. 


10. Stocks and work in progress 
Finished goods, raw materials and work in progress have been valued as in 
previous years at the lower of cost or net realisable value. 


11. Investments 1971 1970 
Thos. W. Thos. W. 
Ward Me Group Ward Leds Group 
Quoted ` 28,039 29,896 27,899 55,277 
Unquoted 2,000 2,958,285 2,000 2,957,120 
30,039 2,988,181 29,899 3,012,397 


QUOTED SHARES 
The comparison between book value and market value is as follows:— 


At 30th June, 1971 


- Book Market Book Market 
valje valig value value 
Thos. W. Ward Ltd. 28,039 40,304 27,899 30,069 
Group ` 29,896 41,881 55,277 57,701 
UNQUOTED SHARES 
Apart from the holding of £2,000 by the parent company these are 
held by subsidiary companies and comprise:— 
The Ketton Portland Cement Co. Ltd's holding of 715,000 ordinary £ 
shares of £1 each in Ribblesdale Cement Ltd.—50% of equity capital 2,920,000 
Sundry minor investments by other subsidiary companies 38,285 
2,958,285 


The holding in Ribblesdale Cement Ltd. is based on an independent professional 
valuation made on 30th June, 1967. The Ketton Portland Cement Co. Ltd’s 
aggregate income for the year, share of profit for the year to 31st December, 1970, 
before and after deduction of tax and share of accumulated undistributed profits 
were as follows:— 


£ 
Aggregate income for the year 386,100 
Share of profit before taxation 747,803 
Share of profit after taxation 490,666 
Share of accumulated undistributed profit 742,443 


In the opinion of the directors the value of the other minor investments is equal 
to the book value shown above. 


12. Other income—Group Бф 1379 
Interest on tax reserve certificates 1,476 — 
Interest on short term loans 4,055 16,662 
Income from quoted investments 2,187 2,419 
Income from unquoted investments 389,688 237,301 
Profit realised on fixed assets 68,972 15,099 
Profit on exchange 1,117 6,388 

467,495 277,869 

13. Taxation T 1370 
Corporation tax 1,481,060 1,380,405 
Foreign tax 16,916 8,361 
Deferred tax 89,762 — 

1,587,738 1,388,766 


Provision for corporation tax has been made at 40% (45%) based on the profits for 
the financial year. 


Following the introduction of higher first year tax allowances on plant a deferred 
taxation account has been established to provide for tax on the difference between 
the capital allowances given for taxation purposes and depreciation charged to 
profit and loss account. The account was created on fst July, 1970, by transfer from 
revenue reserves and surplus of tax on the excess of the net amount at which the 


relevant assets were stated in the balance sheet at 30th June, 1970, over the written 


down value of those assets for taxation purposes at that date. 


14. Other deductions from group trading profit d 1379 
Bank interest 356,069 193,733 
Audit fees & expenses 30,688 24,938 
Hire of plant 240,957 184247 

15. Transfer from reserves TE 1370 

" Surplus taxation charge in previous year 1644171 58,914 


16. Dividends 
Includes the provision for final dividends payable on the ordinary shares issued in 
connection with the acquisition of Safety Service Co. Ltd. 


At 30th, June, 1970 
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ANALYSIS OF GROUP PROFIT AND TURNOVER 
OVER MAIN SOURCES YEAR TO 30th JUNE, 1971 


PROFIT BEFORE TAX 
£000 


TURNOVER 
£000 


% of 
1971 Total 


Aof 
1970 Total 


% of 


i 
1971 Total 1970 


tron and steel = 
and related industries 


Supply of iron, steel 
and non-ferrous metal 
scrap, processing 

of steel, non-ferrous 
metals and , 
allied products 1227 29 37 25,924 


1,217 36 | 28,970 


Construction industry 


Cement, quarries, 
road surfacing, 
merchanting of road А 
and building materials 1,540 36 957 29 


7,638 10 6,416 


Engineering industry 


Manufacture and 
distribution of 

cranes, excavators, 
machine tools, 

steel fabrication and 
construction, railway 
and industrial 
equipment and castings 1,053 25 793 24 


27,057 35 23,654 


Merchanting 


Stocking, distribution 

and merchanting of a 

wide range of products 

not covered above 401 10 370 11 


14,135 18 12,649 





4,221 100 3,337 100| 77,800 100 68,643 


Group trading profit 
before taxation 





N.B. To the Group trading profit per accounts of £3,835,000 is added a gross 
dividend of £386,000 received by The Ketton Portland Cement Co. Ltd. from 


Ribblesdale Cement Co. Ltd. in which company Ketton has a 50% shareholding. 


The dividend in question is included in other income in the accounts. 
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% of 
Total 


38 


35 





GROUP CASH FLOW 
YEAR TO 30th JUNE, 1971 











Cash arising from £000 £000 
PROFIT RETAINED 
Profit before provision for taxation 4,190 
Provision for depreciation 1,586 
5,776 
Less Payments for taxation 1,163 
Dividends paid 1,288 
2,451 
3,225 
REALISATION OF FIXED ASSETS AND INVESTMENTS 550 
DECREASE IN DEBTORS Less CREDITORS 1,704 
5,579 
Cash expended on 
BUILDINGS AND PLANT 2,190 
SHARES IN SUBSIDIARIES 25 
INCREASE IN STOCKS 2,906 
h 5,121 
* 
Decrease in overdraft И 458 
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City Notes 


HIRD-quarter figures from Imperial Chemical Industries 

provided the equity sector of the London stock-market 
with an extremely strong reminder that whereas there may well 
be prospect of industrial re-expansion towards the end of next 
year, there is recession now. ICI used to be reckoned a baro- 
. meter of British industrial conditions but now with more than 
half the turnover overseas, ICI has to be reckoned in terms of a 
western world economic barometer. 

'The group has experienced lessened demand in volume terms 
and pressure on margins over European markets as a whole and 
not merely at home. In stock-market terms, ICI suffers for being 
one of the handful of front-rank companies that publish quart- 
erly figures ~ Unilever, Shell, British Oxygen, De La Rue, are 
some of the others. 

ICI’s figures could have been hidden well into next year when 
the full 1971 results become available. Through issuing quarterly 
figures ICI did at least ease the shock that delayed announce- 
ment would undoubtedly have created. With the final quarter 
of the year two-thirds spent, there is not apparently any sign 
of a marked revival on the September quarter results. 

Plant is being under-used. This is common throughout the 
chemical industry at present. Under-use of existing plant is 
hardly an augury for an early resumption of. industrial capital 
spending. | 


* * * * 


Т possibility that merchant banks may eventually follow 
the clearing bank line and disclose full earnings and reserves 
is discussed by London stockbrokers, Hedderwick Borthwick 
& Co, in an investment review of merchant bank shares. On a 
disclosed earnings basis, merchant bank share prices look un- 
attractively high. But it is held that Kleinwort, Hambros, 
Arbuthnot Latham and Schroder are only disclosing around 40 
per cent of underlying banking profits. Hill Samuel, Lazards 
and Charterhouse Japhet are considered to be disclosing some- 
thing nearer 50 per cent and Brown Shipley and Montagu Trust 


between 60 and 80 per cent. The view is taken that ‘in the 
longer term it is probable that merchant banks will decide, 
with the Government's encouragement, to disclose their 
underlying banking profits’ and that in anticipation of that 
event there will be a gradual adjustment of the disclosure rate. 


* * * * 


N'TERNAL strife in the Trust Houses Forte Group, and the 

emergence of Sir Charles Forte as the man in charge, tended 
to drvert attention from the merit ог otherwise of the Allied 
Breweries bid for THF. There seems, however, to be developing 
a view that Sir Charles should not have much dithculty in 
fendmg off the Allied bid as it now stands. The real test will 
come when Allied, initially rebutfed, have to decide whether or 
not to do battle. It is one thing to put in a bid and very much 
anotker to press ahead when the original bid is turned down. 


* * * * 


OW that Lloyds, National Westminster and Midland have 

ail followed Barclays lead in reducing the bank base rate 
without Bank rate changing, it remains to be seen whether the 
base -ate or Bank rate itself will be the more volatile. More 
frequent and narrower changes in Bank rate were generally 
anticidated after the introduction of the Bank of England's 
new system of credit and monetary control It has transpired 
that Bank rate has stayed unchanged while the banks have 
lowered their base rate. ' 

It has to be admitted, of course, that these are far from 
norme] conditions. The last Bank rate cut was made for external 
reasors and it was officially stated at the time that there was no 
cause for a reduction on internal account. Since then, there has 
been = major reconsideration of what is internally required and 
a further Bank rate cut is now a matter of weekly speculation. 
Just precisely what still lower interest rates would do at this 
juncture is difficult to appreciate, but the expectation of lower 
rates is there none the less. 


RATES AND PRICES 


Closing prices, Monday, Novemi-er 29th, 1971 


Tax Reserve Certificates: (29.9.71: Companies 34%; 
2% surrendered for cash; Pe-sonal 34% 


Bank Rate 
Nov. 18, 1967 .. .. 8% Mar. 5, 1970 7195 
Mar. 21, 1968 7196 April 15, 1970 e 79 
Sept. 19, 1968 -- 7% April 1, 1971. .-— .. 6% 
Feb.27,1969  .. .. 8% Sept. 2,1971  .. .. 5% 
Finance House Base Rate – December 1st, 1971. 5% 
Treasury Bills 
Sept. 24 .. £47531% Oct. 29 .. £4°5610% 
Oct. 1 . £4°7235% Моу. 5 -. £45693% 
Oct. 8 «+ £4 676396 Nov. 12 .. £4 54809 
Oct. 15 .. £46103% Nov. 19 .. £45135% 
Oct. 22 . £45723% , Nov. 26 . £42805% 
Money Rates 
Day to day 34-44% Bank Biils 
7 days I. 44-43% 2 months 49-49% 
Fine Trade Bills 3 months 4-45 %. 
. 3 ‘months 549% 4 months ES 41-41 75. 
4 months 54% 6 months .. 48-47%: 
6 months 54% 


Foreign Exchanges 


New York 2'4939 Frankfurt 8:2600 
Montreil 2'5002 Milan 1524'06 
Amsterdam 8:2437 Oslo 52 s 17:0262 
Brussels Е 11516 Paris 137475 
Copenhagen 18:0087 Zürich 9'8600 
Gilt-edged 

"Consols 4% 47% Funding 64% 85-87 91d 
Consols 24% 29i Savings 3% 65—75 93% 
Conversion 3396 41$ Treasury 9% 1994 1065 
Conversion 54% 1974 100} Treasury 64% 1976 102 4% 
Convers.on 6% 1972 1008 Treasury 34% 77-80 .. 85i 
Funding 3$% 99-04 52% Treasury 34% 79-81 . .. 85 
Funding 4% 60-90 98 Treasury 5% 86-89 77 
Funding 54% 78-80 93 Treasury 54% 08-12 694 
Funding 54% 82-84 93i "Treasury 24% 29i 
Funding 52% 87-91 82} Victory 4% .. 974 
Funding 6% 1993 81} War Loan 34% .. 41t 
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One of the things you won't find in our 
f „Pensions. Department is old fogeys. Joyce 
i: 4S Dawson is-a' good, example of the lively, 
"interesting people you expect to meet at the 
Scottish: Provident. She enjoys her varied 
"work and is right on top of her job. Like 








| ing of her as а wise investment. Because of 
i _ Joyce and girls like her who know insurance 














[p 4 | it  Shes t 
sitting on top 
s as. of theworld. 


our other girls she shows the skill, potential - 
“апа sheer character that justifies our think- | 


> 656 Andrew Squaie, Edinburgh EH2 2YA 
„ме are:able to- offer prompt and. efficient 1407 
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support to brokers. When she's not Пао ве 
after us Joyce iis busy. looking after her 
home and her Husband.: What does he: do? 
He’s an insurance broker, of course! | 


Scottish 


helps yov look ahead with assurance 
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Now Available ' 


ТМО 
NEN SUPPLEMENTS 


K. S. — F.C.A., ЕТІЛ. 


$ РАСК || 
TAKING 


for use with 


CAPITAL GAINS TAX 
CORPORATION TAX 


Price 25p and 20p respectively 


These CUMULATIVE SUPPLEMENTS. bring 
each of thé above volumes up to date, and include 
' the relevant details of the Finance Act 1971. 


Is a matter 
of practice 


1846 was just the beginning of whati is probably the - 
most comprehensive and experienced valuation service 
on the cards. Orridges are capable of valuing almost 

any trade or industrial stock accurately. Orridge 
valuers — highly efficient experts, sheer professionals . : A 
. in fact — work in teams using monne ires ` D | : 
Orridge people are familiar with stock recording e e . 
systems and can update records and create inventory: . Residential Mores i 
files for stock to be computerised. For all this the 5 
Inland Revenue contribute about two-fifths of the fees 


through tax abatement. Orridges for something of value! m Evesham 
A sophisticated approach to stock valuation. | 
| WORTHINGTON DUFFLL & n 


INCOME ТАХ by К. 5. CARMICHAEL 
The 28th edition is now in preparation. Publica- | 
tion details to be announced shortly... 





ЕН, [Publishers] Ltd - 


9 Bow Street, London WC2. 


Intensive pre- -examinatiori- -revision courses for 
the Chartered-Intermediate and Final exami- 
nations have been held at hadbury House for 
a number of years. 


Increased accommodation now enables us to. . 
T | | offer. places to additional students from 1972 
| ci "o pA onwards. The courses are residential and of 
FREE " six and eight weeks' duration for the Inter- 
fe ORRIDGES mediate and Final examinations. For a pros 
' ', pectus, "write to: И 15, 


PART OF THE GEORGE, ORRIDGE GROUP 





- Professional Stocktakers, Business Transfer Agents, | | | Тће Secretary. 
ia ines Es ROME Shit Worthington, -Duffill &: Co. 
ent House ege . | ~- 
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Books 





Accounting (Rowland and Magee) 
Eighth edition by BRIAN MAGEE, B.COM., F.C.A. 
Gee & Co, /2:10. 


The first edition of this book appeared in 1937, to provide for 
the use of students at universities taking accounting as a 
commerce degree subject a more modern approach than was 
then available. Since then, successive editions of the work have 
been used by accountancy students outside the university 
sector for correspondence courses and revision classes. 

In general, one would suppose that a book designed to be 
modern in 1937 might be less modern in 1971. Looking critically 
at Mr Magee’s latest revision, however, this book passes its tests 
well. It is true that little is said about the impact of computers 
on the production of accounts, or on the necessity of devising 
programs which will ensure adequate detail in presentation, but 
the principles of accounting and the practice in specific areas 
are well covered. | 

In this edition there are new chapters on consolidated 
accounts and the funds statement, and the admirable chapters 
on depreciation and on interpretation of accounts are retained. 
In view of the setting-up of the Accounting Standards Steering 
Committee the chapter on company accounts may need ex- 
pansion in the next edition. It should nevertheless be borne in 
mind that this is an intermediate level book and great detail 
cannot be expected in a book of its size. 

What it sets out to achieve, it accomplishes in a workmanlike 
manner and a simple text. In the case of consolidated accounts 
the worked examples would have benefited from one which 
included the adjustment workings in detail, involving some 
complications; experience tells one that students fear questions 
on this subject because they lack that experience. The best 
teacher is in fact to have to work examples so often that the 
principles are understood thoroughly and the terror is lost. Mr 
Magee’s 100 questions, constituting the appendix to the book, 
include several on this somewhat misjudged subject. 


Cutforth's Audits 


Thirteenth edition by ALFRED PALMER, F.C.A, and J. C. 
CRAWFORD, B.COM., C.A. 


Gee & Co, 12:25. 


Sir Arthur Cutforth wrote Audits for the benefit of students of 
auditing, and his famous work needs no introduction to qualified 
accountants who have read earlier editions in their student days. 
Present students may not, however, always appreciate the need 
for wider reading on a subject which they may well feel is so 
much a part of everyday life that it needs no added study. In 
this they would be completely wrong. All established studies of 
this nature have their own contribution to make to the de- 
finition of the purposes and methods of auditing, and they 
cannot be explored too much. | 

One of the problems of a profession whose techniques have 
developed in the way the auditing profession has done is that the 
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very sophistication of modern methods may mislead us into 
thinking we have no need to concern ourselves as our fathers did 
with the problems of capital or income, the detection of fraud or 
other fundamental matters of that sort, believing that the mere 
use of ‘modern techniques’ is all that is necessary. A return to 
fundamentals is in fact good for us all. To recognize the dis- 
tinction between accountancy and auditing, to see what is 
expected of the auditor in legal cases over the years since 1890 
and to have the benefit of the author’s advice on auditing 
various specific types of business is indeed a most valuable 
training, and the question-and-answer chapter continues to be 
as useful as always. 

No doubt Sir Arthur Cutforth would himself have been 
pleased with this new edition. 'T'here are reprinted the principal 
provisions of the Companies Acts on the subject of interest 
to auditors, and the Statement of Intent on accounting standards 


of the English Institute. 


Realistic Tax Reform 
by C. T. SANDFORD. 
Chatto & Windus, £2:25; paperback £r. 


This study is in the nature of an extended essay, since it forms 
one of the publications in the Reform Series. Within the com- 
pass of some 120 pages, Professor Sandford discusses the basic 
weaknesses of the British tax system and makes some proposals 
for its reform. In its essentials his thesis is that the British tax 
system has obvious weaknesses, in particular with respect to the 
highly progressive surtax rates and the severe estate duty scale 
which can all too easily be avoided, provided the taxpayer is 
prepared to give his assets away! 

Professor Sandford would like to see the abolition of the 
separate surtax, as Mr Barber has now proposed, and the tax on 
income to be made more smoothly progressive with a maximum 
rate of 55 per cent. He would also abandon the differentiation 
between investment and earned income. То replace the revenue 
lost by such relief, the author proposes a progressive wealth tax 
levied at rates ranging from 4 to 2 per cent on net personal 
wealth in excess of £20,000. He would replace the estate duty 
by an integrated inheritance and gift tax, which would also 
cover long-term gains including windfall gains. 

Although events have overtaken some of Professor Sandford’s 
criticisms and proposals, this little book provides a readable and 
fair commentary on fiscal policy which many students would 
find helpful in their taxation studies. х 


Understanding Modern Business 
Mathematics 


by A. M. C. Morison, M.A., C.A., R. BURDEN, B.SC., DIP.ED., 
and M. G. CRABTREE, M.A., C.A. 


The Institute of Chartered Accountants of Scotland, paperback, 
£3. 


The growing use of mathematics in business and, indeed, in 
society at large (the study of Shakespeare and the Bible is in 
some places now based on computer analysis) poses a problem 
for the manager and accountant who, whilst he may have 
considerable knowledge in his own expertise, is conscious that 
he does not really understand what mathematics is about. 
Without wishing to become a mathematician, he may feel that 
he needs to undertake some study which will enable him to ask 
his mathematically minded subordinates to undertake certain 
precise tasks and to be able to understand what they report 
when they come back to him. 

The Institute of Chartered Accountants of Scotland had a good 
idea when they commissioned a team of three to write a book for 
such a manager or accountant. Mr Morison is an accountant, in 
his own words ‘already well advanced in the vale of years’, and he 
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his written this book in the course of learning the mathematics. 
Mr Crabtree is the mathematician who has provided the tech- 
nical know-how, and Mr Burden is an educationalist who 


_ provided expertise in the communication aspects of the text. 


Readers who wish to gain an insight into mathematics and are 


‘prepared to put in some serious work, will find this book an 


excellent introduction. For instance, it begins by discussing 
mathematical logic and symbolism and providing a glossary 


` which,.once learned, provides a clarifying basis for the suc- 
| ceeding discussions of symbolic logic, permutations, combina- 


34 


' tions, binomial theorem, calculus, probability theory and 


statistics, statistical inference, correlation regression and 
empirical and subjective probabilities. There are also chapters 
on stock optimization, linear programming and matrix algebra. 

A valuable aspect of the book are the examples which are 


given to illustrate some of the topics covered. For instance, 


symbolic logic is applied to the Companies Act 1948 and the 


definition of close companies; calculus is applied to maximum 


.' profits, the learning curve and the effect of capital gains tax on 


required rates of return. And Baye's theorem is applied to the 
establishment of the probability of a fault rate in component. 


. Other examples are incorporated in the text. | 


Throughout the book the explanations are clear and readable, 


' and the coverage is generally satisfactory although, for instance, 


„ће exposition of linear programming is confined only to the 
graphical method and the simplex method is not covered. Nor. 


does the book mention Markov processes. | 
The reason for these omissions is clear: the book aims to 
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— understanding at a reasonable level and does not assume · 
any mathematical knowledge. If the contents are mastered, then ^ 
taere is no reason why the reader should not go on to further 
reading for which the authors have provided very ample 
references in each chapter. Those students who wish to acquire 
зе technical expertise will have to turn to other publications, 
tut they may well find that this book is a valuable adjunct to a ` 
more conventional text which includes exercises. The Institute’. 
of Chartered Accountants of Scotland are to be congratulated on 
a well produced, well written znd well printed book. 


` RECENT PUBLICATIONS 


МАМАСЕКТАТ, Cost ACCOUNTING, by Harold Beirman, jun., and 
Thomas R. Dyckman. vii-F440 pp. 93x 6. Collier-Macmillan, с 
£5'50. 

INTRODUCTORY STATISTICS, by Thad R. Harsbarger. ix+558 pp. 
94X6. Collier-Macmillan, (2:75. ` 

MANAGEMENT THEORY, by N B. Miner. viii--168 pp. 9X6. 
Collier-Macmillan, paperback £1-95. 

Моревм STATISTICS FOR BUSINESS AND Economrcs, by Wilford L. 
L'Esperance. vii-+503 pp. 19x7. Collier-Macmillan, 2:75. 

CRGANISATION, by Wilfred Brown. xv+400 pp. ob x 6. 
Heinemann. £3°75. 

"LHEOBALD ON WILLs, thirteenth edition by. Stephen Cretney; . 

. МА., and Gerald Dworkin, LL.B. cient 798 pp. 10x 64. 
Stevens. [13'50. ` 


These books may be obtained from, or through, Gee & Со (Publishers) 
Іза, The City Library, 151 Strand, London WC2R JJ. 





Letters 





. Morals in Productivity 


"Вав, ~ I should appreciate the views of your readers on the 
morals of this case. 


My company employs many thousands of sales representatives 
who account for their sale proceeds on a daily sales return 
(closing stock—opening stockxsale price of each item— 
proceeds) and pay in daily. A few pay in amounts which differ 
from their calculated proceeds, probably because they find that 
the cash actually collected differs from their sales return total. 
Sales returns are audited, abd differences between cash and 


, return are collected from or paid to the salesman. Errors of more 


-than £1 per return are less than r in 1,000, 


My moral problem is this. If I audit only 5o per cent of the 
returns, pay back double any overpayments, and collect double 


. on any underpayments, statistically neither my company nor 


. my salesmen will lose money. In the nature of things, more 


‘shorts’ arise than ‘overs’, but the salesman who pockets £1 


-- and pays in short every day will be asked for £2 on the 5o per 


_cent of days checked. My company will save some 40 per cent 


of its audit workforce at an annual rate of some £20,000, 
together with a reduction in time spent dealing with the collec- 


. tign/refund of balances. 


Statistically, no one loses and my company gains ~ they 


Р ЕЕ even offer a part of the ane as a ‘productivity’ dal 


What we have introduced, however, is do doubling-up of the 
cost/benefits of errors (and might therefore E a Breater 
degree of саге!). 

The audit check could, of course, be cut to 25 per cent with 
a 4 X factor or о per cent with a тох factor with greater 
sevings. 
Morally, should I expose employees to this opportunity to 
gamble at ‘evens’? Any tendency for errors to increase is 
immediately detectable statistically and the scheme could be- 
abandoned at апу time.. Union co-operation would also be 


. required. 


. Yours faithfully, | 
COST EFFECTIVE. 


Patterns for the Profession 

Sn, - Desmond .Goch’s letter published last week expressed 
what many of us must be thinking. What аге the obstacles? 
'The following comments are phrased deliberately to provoke 
discussion: 

(1) The practising members of the Association will not, take 

kindly to being put in a 'special division'. 

(2) The commercial members of the Association will cling 

strongly to their right to practise. i 

(3) The commercial members also might well feel. that their 

qualification covers a wider area than ‘costing’. 

I can already hear the ICWA rockets being ignited, but if 
we are to consider this problem further let us face up to human 
reactions. The integration scheme was designed to deal with 
these; it failed of its own breadth of vision. As with Anglicans 
ard Methodists, let's see what the grass roots can do: 

~ Yours faithfully, 
ALEC R. JONES, GCA, F. FT. LI 


Sution Coldfield, Warwicks >- 57 
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Accountants Well Fitted 
to Deal with Inflation 


President’s Comments at Blackpool Dinner 


EMBERS of The Institute of 

Chartered Accountants in England 
and Wales were well fitted to deal with 
the problems of inflation, said the 
President, Mr Arthur H. Walton, F.c.a., 
in Blackpool on Thursday of last week. 

Responding to the toast of the In- 
stitute at the annual dinner of the North 
West Society of Chartered Accountants, 
he said that one of today’s particular 
problems for people in all walks of life 
was inflation. 

It was convenient to dismiss inflation 
when it ran at an annual rate of up to 
perhaps 2} or 3 per cent. The business 
world then tacitly ignored the problem 
because it thought that by increasing 
efficiency and more competent utilization 
of its assets the problem became less 
significant. 


Disastrous effects 


When, however, the rate of inflation 
rose to 8 per cent or more, as had 
happened in 1970, then there occurred a 
much greater concern and interest in 
dealing with the problem. Its effect on 
net profits after tax and retained profits, 
if continued, would be disastrous for the 
economy of the country. 

An increasingly large proportion of 
people who were not gainfully employed 
were the first to suffer — and suffer most 
heavily. And they were an increasing 
percentage of the population. 

So it seemed to the Institute earlier 
this year that the time had come to try 
to interest the authorities in trying to cope 
with the issue. The Institute's members 
were well fitted to deal with it because 
they had the duty of examining and 
reporting on accounts. 

At the Institute's invitation, repre- 
sentatives of the Government, the City, 
the Confederation of British Industry, the 
Inland Revenue, and others, gathered in 
May to discuss a paper on accounting and 
inflation. 

Mr Walton thought that the spectre 
of some of the disasters of the past 
resulting from inflation in some other 
countries would come home to roost. 
But he felt there was now a sufficient 


awareness of the problem and a deter- 
mination that something should be done 
about it. 

The toast to the Institute was proposed 
by Sir Noel Hall, Principal of Brasenose 
College, Oxford, who said that like other 
professional bodies in the country, it was 
subject to pressures to introduce changes 
of many kinds in traditional and well- 
tested and established practices — prac- 
tices which had stood the test of time 
and had only recently begun to be 
challenged and re-challenged. 

They were now asked to be concerned 
with new, and many of them still highly 
experimental, techniques in business 
measurement and assessment. There 
awaited them the complex processes all 
comprehended in that great word of awe 
and mystery ‘Computerization’, which 
added greatly to the responsibilities which 
fell on accountants. 

Paradoxically, while all this was hap- 
pening, there was a tendency in some 
quarters to undervalue the significance 
of many of the great professions and their 
role in society. To some, they seemed 
little more than a price-fixing ring. 
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But as the Institute did not recom- 
mend or prescribe a scale of fees it was, 
in fact, in line with the policy recom- 
mended by the Monopolies Commission, 
and should therefore be free of such 
strictures. 

On the constructive use of accountancy 
as an aid to management and decision- 
making, he felt that many of the new 
situations required one to take into 
account the shape of things to come 
before any meaningful contemporary 
valuation could be made. 


Highly trained minds 


Those in management responsible for 
taking decisions of this kind, and for 
living with the consequences, increasingly 
needed the services of highly-trained 
minds working with the discipline of a 
professional responsibility. In addition, 
they needed informed discussion with 
independent professional advisers, with- 
out whose support many management 
problems simply could not be tackled. 

The Bishop of Blackburn, Dr C. R. 
Claxton, speaking almost on the eve of 
his retirement, said he had great respect 
for chartered accountants for their in- 
tegrity. This was a quality which was in 
rather short supply in this modern age, 
and he thanked them for retaining it. 
Dr Claxton said he felt very firmly that 
the Church should be identified with the 
world of industry and commerce. 

Mr Alan J. Westall, F.c.a., President 
of the North West Society of Chartered 
Accountants, proposed the toast of the 
guests from the chair, and Mr A. Stephen 
Jeffreys, B.A., B.LITT., Secretary of the 
University of Lancaster, replied. 





Mr A. J. Westall, F.C.A., President of the North West Society, right, with Mr A. H. Walton, 
F.C.A., President of the Institute, Sir Noel Hall, Principal, Brasenose College, Oxford, and Mr 
A. Stephen Jeffreys, B.A., B.Litt., Secretary of the University of Lancaster. 
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Unions, Management and Professions 


Lively Debate at Manchester 


ANCHESTER Society of Char- 
tered Accountants took the plunge 
into the behavioural sciences with a 
vengeance last Friday, when they invited 
two well-known personalities — Clive 
Jenkins, general secretary of the Associa- 
tion of Scientific, Technical and Man- 
agerial Staffs, and the Rt Hon. Ernest 
Marples, P.C., M.P., Е.С.А. – to speak 
on a topic which might normally be 
considered too hot for a professional 
body to handle. The prospect of a lively 
evening attracted an audience of nearly 
200, including representatives of a num- 
ber of other management and professional 
societies in the Manchester area. 
Opening the meeting, the chairman, 
Mr D. А. Boothman, Е.С.А., referred to 
jocular prophecies either that one would 
murder the other, or that one should 
murder the other. He hoped to see that 
neither committed mayhem or suicide. 
Mr Jenkins, fresh from leading a 
demonstration down  Manchester’s 
Deansgate, complete with steel-band on 
alorry, opened with a left jab at the TUC; 
at 102 years old, it was the oldest trade 
union in the world, he said and, some 
people thought that it looked its age. 
‘White-collar’ union penetration of the 
eligible market in the United Kingdom, 
at 37 per cent, was two and a half times 
the American rate, three and a half times 





Mr Clive Jenkins, 


General Secretary of the Association of Scientific, 
Managerial Staffs, centre, with Mr F. O. Dunphy, of the Manchester Branch of The Institute of 
Export, right, and Mr D. Wilkinson, of the North West Operational Research Group. 


that of France and half as much again 
as in Germany, but nowhere near 
Scandinavia. 

It rapidly became clear that Mr Jenkins 
thought well of Scandinavian union 
organization, instancing their boast that 
the only person not eligible to join was 
the King, although they looked after his 
relatives! Apparently there are appro- 
priate union grades for judges, generals 
and public prosecutors, to name but a 
few. When prison officers went on strike, 
the prisoners formed their own union ‘in 
sympathy'; they agreed not to escape, but 
applied for workers' participation on the 
Prison Board! Mr Jenkins thought this 
showed a remarkably well-balanced and 
educated country. 


Surplus graduates 


On a more serious note, to be echoed 
later by Mr Marples, he instanced the 
fact that whereas there had been 6,000 
graduate engineers in 1945, there might 
be 43,000 in 1972 and up to 200,000 by 
1975, and society had neither prepared 
his audience or itself for the changes 
involved. There was a danger that these 
graduates would be looking for jobs as 
lorry drivers and lab stewards. He thought 
that improvements in bargaining tech- 
niques were making collective contracts 





Technical and 


better than individual ones, but he 
obviously disliked the idea of proposed 
bargaining powers for some professional 
institutions; their  constitutions, he 
claimed, should preclude this. 

Amongst recent AST MS successes, he 
instanced the cases of airline pilots and 
middle-grade managers in insurance. He 
was now hoping to obtain ‘living wages’ 
for senior managers. He did not think his 
union were yet adept at valuing jobs, 
but they were becoming more proficient 
at pricing. 


Strength of character 


Mr Marples then proceeded to put 
some equally thought-provoking ideas 
to his audience, and stated that in his 
view the worth of a professional man was 
a personal thing to be decided by his 
own strength of character. It was per- 
fectly possible to be independent, but 
you would have to take risks; it must be 
accepted that some men are better at 
their chosen profession than others. 

Before giving many instances from his 
highly-individualistic career to support 
his hypothesis, he referred to the prob- 
lems of change. Much of what he said 
complemented the points raised by Clive 
Jenkins so far as the future was con- 
cerned. He suggested that it was probable 
that in the next five years there would 
be more changes than in the previous 35. 

One of the key problems would be 
what to do with people. Society was 
working people out of jobs. Accountants 
as a group, for example, were moving 
more and more into industry and con- 
sultancy and he expected this trend to 
grow. 'l'ax was becoming more and more 
complicated and significant. If anyone 
asked him what was the most lucrative 
profession today, he would be tempted to 
answer ‘Crime’! 

Some restrictive practices instanced by 
Clive Jenkins were ‘peanuts’ compared 
to the practices of some professions. 
Progress in the House of Commons, for 
example, was a matter of horse-trading, 
as there were so many lawyers there! He 
also instanced the design and construction 
industry, where architects could not 
simultaneously practise as architects and 
make decisions about building as it 
progressed. The only answer he could 
see at the moment to restrictive practices 
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The Rt Hon. Ernest Marples, P.C., M.P., F.C.A., right, with Mr H. P. Friend, F.C.C.A., Vice- 
President of the Manchester and District Society of Certified Accountants, centre, and Mr 
F. A. Bailey, F.C.A., a member of the Manchester Society's Special Projects Committee. 


in building was a government procure- 
ment body. 

What should the individual do in 
current conditions? He must look ahead, 
as it was impossible to stand still. Ninety 
per cent of the scientists who were ever 
born were still alive, and could not be 
stopped from inventing things or wanting 
to use them to do something different. 


Price of independence 


Accountants in particular would not be 
independent for long if they did not look 
ahead continuously; they had not moved 
ahead as fast as he would have wished. 
They must be prepared to return to 
school several times in опе career. 
Twenty years ago, the first British com- 
mercial computer was half the size of the 
hall in which he was speaking and buried 
in concrete. Now a number of small boxes 
guided men to the moon and back. If the 
men of today looked ahead, he had no 
fear of the future — but possibly they 
ought to watch out for Clive Jenkins! 

Mr Jenkins interjected a note of amaze- 
ment at this point. He was amazed at the 
moral compassions shown by ‘the scribes, 
the Pharisees and money-changers of the 
temple’. He asked who wanted to feel 
independent — the unemployed? A major 
part of those unemployed could be white- 
collared, and 4o per cent of Rolls-Royce 
redundant employees, he claimed, were 
still out of work. A considerable part of a 
union man's time was spent on general 
social injustices. 

Following earlier references to the Slater 
Walker organization, Mr Jenkins de- 
nounced it as ‘a deplorable feature of the 
UK malaise’, and as ‘a parasitical growth 


on the economy’. Too many people were 
out of work from this cut-throat attitude 
to business. 


Management shortcomings 


Large-scale organizations were not well 
managed in many cases. Where multi- 
national organizations operated in the 
UK, their managements were not 
sympathetic to UK interests; the British 
ends were mere appendages, and managers 
were imported. If we were to care for 
Britain, the capacity of the national 
organization should be greater than the 
international organization. 

British management was not indepen- 
dent enough about its position, and this 
reflected on conditions. He had seen a 
steelworks dependent on small electric 





Mr D. A. Boothman, F.C.A., a member of the 
Council of the Institute and a Past President 
of the Manchester Society, right, in con- 
versation with Mr F. C. W. Gibson, of the 


Manchester Branch of The Institute of 


Office Management. 
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furnaces with their totally inefficient 
12 or 14 loading operations, compared 
with German plants where all the load 
went in at once at the top, and could 
not in honesty 'dig trenches round old 
equipment’. It was not unusual to find 
plant dating back to 1941. There had 
been a neglect of planning and replace- 
ment, and labour in his view had been 
too cheap. There was no incentive to 
change. 

The attitude of ‘master and servant’ 
embodied in the law of contract had 
not mattered in the post-war years with 
full employment. There had been too 
much profit taking and export of capital — 
in effect a disinvestment in Britain. He 
thought this would get worse. The 
political economic management of the 
country was utterly inadequate from any 
government. 

Mr Marples agreed that British man- 
agement was undertrained; Һе had 
recently toured Japan and the United 
States and sampled some of the training 
courses himself. One of the most vital 
things he had seen was their insistence on 
learning how to communicate; a good 
manager had to be a good leader and 
accept responsibilities. 

American trade unions were more 
efficient that their British counterparts 
and played a large part in business. They 
were fully computerized and analysed 
results as well as the company staff. They 
were magnificently informed. They ex- 
amined the picture, knew what to do to 
boost profits and knew when enough was 
enough. On communication, they trained 
middle managers to go out in the yard 
and talk to the work force en masse. 


Parliamentary problems 


He agreed with Clive Jenkins that the 
House of Commons had a volume with 
which the structure could not cope. The 
budget when the Luddites were at work 
was £73 million; it was very much more 
now, but we were still using the same 
system. Both parties were ill-structured to 
administer, and Parliament, as a sovereign 
body, would be the last thing to change. 
It was easier to start a business than to 
change the House of Commons. Disasters 
on both sides of the House could have 
been avoided with better organization, 
and to get the best for industry we had 
to improve the parliamentary system. 

Winding up the debate, Mr Boothman 
said that he had detected a feeling of 
anxiety in a time of change, and a doubt 
that management was fitted to deal with it. 
Some would say that this was everyone's 
responsibility. Whilst the speakers? views 
had been controversial, he felt that the 
audience would join in thanking them 
for an interesting evening. 
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London and District Society’s Eastbourne Conference 


S the first, and as yet the only, non- 
practising President of The Institute 
of Chartered Accountants in England 
and Wales, Mr Stanley Dixon, M.A., 
F.C.A., was an apt choice as chairman of 
last week's conference on ‘Europe – 
Commercial Introduction', held by the 
London and District Society of Chartered 
Accountants at Eastbourne. 

As Mr Dixon had good cause to 
remember, a majority vote ‘in principle’ 
for professional integration had been 
followed — in the case of the English 
Institute — by its rejection. He asked 
whether a parallel might not be drawn 
with the recent ‘go-ahead’ to the Govern- 
ment to negotiate terms with the six 
member countries of EEC, and whether 
the British nation as a whole, and the 
politicians in particular, were not con- 
fusing cause with effect. Although entry 
into EEC might be a solution to the 
United Kingdom’s problems, the question 
arose as to whose ‘market’ would it be – 
Europe’s or the UK’s? 


ICI's experience 


Judging by the experience of Mr 
Douglas Bell, m.sc., chief executive of 





Mr Stanley Dixon, M.A., F.C.A., opening the 
Eastbourne conference. 


ICI Europa, who had spent a decade in 
European business, a good sales force 
should win through, provided products 
had been marketed and provem in the UK 
first. He explained his point by giving a 
case study of how ICI had dealt with 
differing problems that they had en- 
countered in Europe before the present 
concept of a continental trading com- 
munity had been introduced. 

A stimulating address was given by Mr 





Ме W. С. Underwood, F.C.A., conference director, /eft, with Mr С. В. Shaw, F.C.A., and Mr 
J. S. Harrower, F.C.A., members of the management sub-committee of the Society, and right, 


Mr P. Spens, M.A., A.C.A. 


M. H. Fisher, deputy editor of The 
Financial Times, in which he urged British 
accountants to use as much influence as 
possible in bringing the general standard 
of accountancy and presentation of 
accounts of European companies and 
business units up to that existing in the 
UK. Throughout the conference there 
were various references by speakers to 
the preparation in Latin countries of 
several different balance sheets for the 
same financial period, according to the 
purpose for which they were required. 

Mr Colin McFadyean, of Slaughter 
and May, solicitors, referred to the 
distinct paucity of companies in Europe, 
in comparison with the number in the 
UK. There was not such a high degree 
of industrialization, and a lot of com- 
mercial trading was by sole traders and 
partnerships. 


European powers 


As to the administration of companies 2s 
such, in Mr Fadyean's view the authority 
of a British company's managing director 
was as nothing compared with the almost 
sweeping powers of a French Président- 
Directeur Général, and the German 
Gesellschaftsführer. European firms of 
lawyers were inclined to be legalistic 
without any regard to business oppor- 
tunity; some had adapted themselves to 
Anglo-Saxon requirements, but these 
had to be carefully selected. In fairness, 
said Mr Fadyean, British lawyers, no 
matter how much European experience 
they had enjoyed, could not claim 
expertise in all branches of the national 
laws of European countries, because each 
EEC member had laws that were 
nationally inspired and complex inter se. 
The financial aspects of trading with 
European countries, of raising capital for 
industrial and commercial projects in 
Europe, and the machinery for effecting 
acquisitions and mergers, were discussed 
by Mr Rodney Leach, director and head 
of the international department of N. M. 
Rothschild, merchant bankers. He did 
not visualize London being the EEC’s 
financial centre in the near future, even 
though in many respects it was the 
centre at the moment. Euro-dollars and 
Euro-bonds were naturally to the fore of 
Mr Leach’s address because of their 
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Mr Rodney Leach, second from left, settles a query from Mr M. McClelland, ЕСА;, аћег his 
talk on ‘Corporate finance’. Other attentive listeners are Mr N. Cassleton Elliott, M.A., F.C.A., 
a discussion group leader, right, and Mr G. C. B. Kellagher, M.A., LL.B., F.C.A. 


convertibility, and their use as outlets of 
surplus funds from various countries. 

Mr Leach considered that standards in 
Europe could well be improved because 
of the influence of London regulations on 
members of European stock exchanges. 
This would be bound to lead to gradual 
improvements in accounting standards as 
well. 


Harmonization of taxes 


Taxation, its incidence and administra- 
tion, inevitably raised its head, and Mr 
Eric Nortcliffe, B.COM., overseas taxation 
manager of Unilever, gave a compre- 
hensive review of the main differences 
and the likely areas of improvement and 
conflict from a taxation point of view 
when Britain actually enters the Com- 
munity. 

He observed that the UK tax system 
was more ‘progressive’ overall – that is 
to say, more egalitarian — than those of 
"The Six'. In both income taxes and 
consumption taxes, the lower income 
groups were relieved of tax and the 
higher income groups punished to a 
greater extent than in Europe. This did 
not necessarily imply that the UK would 
be under pressure to modify its political 
and social attitudes; it seemed to him 
just as likely that the other members 
would begin to move towards the UK. 

Prospects for harmonization of direct 
taxes in the 7os were poor, and better 
progress could not be expected until 
political, social and administrative at- 
titudes were harmonized. Thus the 
Netherlands and Luxembourg were stick- 
ing to a separate company tax, which was 
to be abandoned in the UK; Italy was 
abandoning a form of integrated company 


tax to join the Netherlands camp; 
Germany, which had a partially inte- 
grated system with France and Belgium, 
was proposing to move to the opposite 
extreme from the Netherlands by adopt- 
ing a fully integrated system. The 
diversity of tax systems for companies 
boded ill during the next few years for 
inter-company investment across national 
borders. 


True and fair views 


The final address of the conference was 
given by Mr Christopher Sneath, F.c.a., 
of Peat, Marwick, Mitchell & Co, who 
was careful to emphasize that the views 


e 






Members from two discussion groups compare notes. Left to right: Mr R. W. Whittaker, F.C.A., 
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expressed were his own, and not neces- 
sarily those of his firm. He commented 
that a good system could not exist in a 
vacuum; European countries were in- 
dustrialized long after the Industrial 
Revolution of Great Britain and not to the 
same extent, nor was their investing 
public so sophisticated as the British. 

Apart from multi-national companies 
with world-wide interests who produce 
accounts acceptable by British standards, 
balance sheets were the only financial 
statements available; figures such as 
earnings per share were almost unknown. 
With the continuing growth of multi- 
national financing of business and trans- 
national mergers there was, however, 
every opportunity for the standardization 
of company law. 


Way of life 


Tax evasion, he said, was a *way of life' 
and as the treatment of assets, their 
depreciation and valuation differed from 
that in the UK, with provisions being 
used to illustrate whatever position was 
required, this in its turn affected the 
overall liability to tax. То overcome such 
matters the Direction Générale of EEC 
had drafted proposals for harmonization 
of legislation within the Community 
[The Accountant, November 18th] on the 
qualification and duties of auditors 
together with the scope of audits, access 
to records, and reporting on accounts 
with emphasis on the disclosure of facts 
seriously affecting the company. 

The conference ended on a light note 
from Mr B. E. Basden, M.A., Е.С.А., who 
paid an amusing tribute to the wit and 
charm with which Mr Stanley Dixon 
had chaired the sessions. 


Mr J. P. Waddington, M.A., F.C.A., Mr P. G. Godfrey, F.C.A., and Mr J. R. Watts- Morgan. 
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"Accountancy On Trial' 


Sir Basil Smallpeice at Liverpool Dinner 


ROPOSING the toast of 'The Insti- 
tute of Chartered Accountants in 
England and Wales at last Friday's 
annual dinner of the Liverpool Society 
of Chartered Accountants, Sir Basil 
Smallpeice, К.С.У.0., B.COM., F.C.A, 
j.DIP.M.A., told the 620 members and 
guests: ‘For a long time now, people 
have regarded figures in published 
accounts as something definite, And 
when they are certified by eminent firms 
as presenting a true and fair view of the 
"state of a company, they have been re- 
garded as unchallengeable.' 
Disillusionment came, he said, when 
facts’ turned out to be anything but 
facts. Thus, in the take-over of AEI by 
GEC, it had been found that there was a 
difference of some £14 million in the 
| results for one single year, when these 
were prepared by two different account- 
ants and reported on by auditors of 
standing. 

If there could be differences like this, 
it was small wonder that people began to 
. question how much reliance could be 
placed on any accounts, no matter by 
whom they were prepared or certified. 


- Estimate, not fact 


| Accounts were, at best, only estimates of 
` а financial position at a given date. The 
- trouble was that what started out as an 
estimate of what was true and fair became 
converted, when it was printed, into an 
absolute fact in the hands of third parties. 

On the subject of consolidation in 
group accounts of the proportionate share 
of profits or losses made by associated 
companies, Sir Basil pointed out that 
Cunard got no credit for reporting truer 
results in 1970, by charging against pro- 
fits its share of the losses of associated 
companies. 

‘These are real trading losses’, he said. 
*Yet, without exception, all other com- 
parable shipping companies reported 
their. results without charging these 
losses against profits. Admittedly, they 
made some provision for them out of 
reserves, saying they had done so in a 
note on the accounts. But l| find it 
difficult to understand -how anyone 
could claim that the reported profits of 
these companies gave a true and fair 
view of the results of the year. And by 
these practices, I believe, the credibility 


of accountancy has been worn thinner 
still — or it will be, when financial com- 
mentators and others have caught up 
with the situation and realize just what 
has happened. 


Wholly inadequate 

‘We need always to remember in 
financial reporting, it matters very little 
what is covered ~ I was almost going to 
say covered up - by notes on the ac- 
counts. What matters is the figure that 
appears as the printed profit cr loss.’ 

dir Basil said that he had dwelt on this 
point because he thought it important 
that accountancy — if it were to regain 
its credibility and, with that, i:s authority 
— should have regard to how :he printed 
figures were used. The practice of having 
extensive notes to cover an uncomfortable 
situation was just not good eneugh; notes 
in explanation or elaboration were all 
right, but notes that significantly affected 
the printed results were “wholly inade- 
quate and should never be allowed." 

Sir Basil declared: "The main burden 
of my theme is that this great profession 
of ours is under criticism - not as to its 
uses, which are undoubted, bat as to the 
use being made of it in some quarters. 
We therefore face a challenge, to which 
we must make response, a response that 
has already been begun. We, in the 
industrial side, whether working as 
accountants or in general management, 
cannot in my view turn a bind eye to 
our responsibility for maintaining in our 
own spheres the integrity of accountancy.’ 

However, he felt sure that under the 
leadership of the Council, its Accounting 
Standards Steering Committee and its 
influential District Societies, the Institute 
would continue to develop its response 
to the challenge. The credibility gap 
would be bridged and once again the 
published accounts of companies would 
be truly meaningful and reliable. 


New circumstances and 
techniques 


Mr А. H. Walton, rF.c.a., President of 
the Institute, responding to the toast, 
said that a serious risk to the accountancy 
profession in any country was that it 
might fail to be responsive to changing 
economic circumstances or to keep 
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abreast of the development of new 
techniques. 

He went on: ‘It may fail to be suffi- 
ciently conscious of the obligation con- 
stantly to strive to improve the quality 
of the services it provides by requiring 
higher educational standards; by failing 
to review its pre- and post-qualification 
training programmes and carrying out 
research on problems which face in- 
dustry and commerce and which the 
profession should seek to solve. 

‘This malaise is certain to overtake a 
professional body when members do 
not exert their energies to advance their 
profession; are not responsive to public 
criticism; do not constantly review 
standards; are more concerned with their 
own position than. with their responsi- 
bilities to the public; or isolate themselves 
from the stimulus of higher standards 
and new ideas and techniques. The 
success with which a profession carries 
out its functions and achieves its objec- 
tives is dependent upon the time and 
energy which its members are prepared 
to give in the service of their profes- 
sional body.' 

A toast to ‘The City and Trade of 
Liverpool was formally proposed by 
Mr Arthur Green, Е.С.А., President of the 
Liverpool Society, to which the Lord 
Mayor of Liverpool, Alderman Charles 
Cowlin, J.P., responded. 


inadequate university facilities 


Responding to the toast of the guests, 
also proposed by Mr Green, Mr T. C. 
Thomas, M.A., LL.B., Vice-Chancellor of 
Liverpool University, expressed his dis- 
appointment at the fact that accountancy 
studies in the university were not 
established on the scale that they might 
be, nor on the scale that they were 
established in other places. “The dis- 
appointment is the greater’, he said, 
‘because we seem to have slipped away 
from a position of leadership.’ 

‘Whatever may be the reasons for this 
position, I venture to say that nothing 
would give me greater pleasure and 
satisfaction than to have been involved 
in establishing, during my tenure, a 
Professorship of Accountancy in my 
university - and I believe we may suceecd 
in doing that, with your help.’ 





December 2nd, 1971 


STUDENT ROUNDABOUT 


ACCOUNTANT 


Rights and Responsibilities 


Birmingham Students’ Annual Dinner 


To system of firms’ representatives 

is beginning to bring about improved 

‘communications between students and 
their principals, claimed David Hare, 
secretary of the Birmingham Chartered 

- Accountant Students’ Society, speaking 
at the Society’s annual dinner last Friday. 
He told the 600 members and guests 
that ‘we have not given up trying to 
improve students’ rights and this year 
we are beginning to get results’. He added 
that the affairs of the Society had bene- 
fited from membership of the Birming- 
ham Young Professionals Club. 

The theme of. communication had 
earlier been taken up Бу Mr John Е. 
Allan, F.c.A., a member of the Council of 
The Institute of Chartered Accountants 
in England and Wales. Responding to the 
toast of the Institute proposed by Sir 

. Godfrey Morley, O.&E, T.D., МА, 
Immediate Past President of the Law 
Society, Mr Allan said ‘unless you ex- 
press your views to the Institute, you 
cannot complain if things do not go the 
way you want, Nor can you expect the 
Council to move forward in the way you 
would like’, 


Controversy 


Sir George Farmer, M.A., БЕСА, 
J:DIP.M.A., chairman of the Rover Com- 
pany, a director of the British Leyland 
Motor Corporation and Pro-Chancellor 
at the University of Birmingham, in 
proposing the toast of the Society, 
touched on the thorny topic of student 
freedom. 

"The whole question of students' 
rights is in the news at the moment 
because of the great controversy about 
how students should be able to express 
themselves' said Sir George. But he 
added that it was the responsibility of 
students to conform to certain standards. 
These were the establishment of their 
own credentials by applying themselves 
to their studies, coherence on what 
they were protesting about, suspicion of 
those people who would seek to manu- 
facture their views and the rejection of 
protest taking a form which disrupted 
society. 

Similarly, he thought that trade unions 
had an important role in society. ‘We 
should have strong trade unions’, he said, 
"we should have no fear about the trade 
unions straying into the white collar areas, 


but with the same proviso І mentioned 
for the students, they should carry on 
their affairs with restraint’. 

Of accountancy, Sir George said: ‘It is 
a profession of which all of us are im- 
mensely proud and which had made a 
number of important contributions to 
this country and will continue so to do’. 


Strikes unknown 


The position of treasurer of the Society 
has been most delightfully held this year 
by Miss Jaqueline M. Marron - the first 
woman student to hold the post ~ who 
proposed the toast of the guests. It was 
Miss Marron who took Sir George's 
words and threw them back in a chal- 
lenging way. 'Sir George wants to have 
the industrial relations we have in 
accountancy,’ she suggested. ‘Strike ac- 
tion is completely unknown and employ- 
ees will accept the lowest level of income!’ 

Canon Lawrence Jackson, Vicar of 
Coventry and Rural Dean of Coventry 
North, replying for the guests, would be 
equally at home on the variety stage for 
he delivered his speech with Ken Dodd 
humour and Clement Freud delivery, and 
was rewarded with a standing ovation. 

The President, Mr C. J. Peyton, F.c.a., 
director and secretary, The Rover 
Company, admitted in his ‘Goodnight’ 
address that he had avoided speaking at 
length, and described his evening as a 
‘first-class example of successful dele- 
gation’, 


WOMEN CANDIDATES AGAIN 
TO THE FORE 


THE achievement of Miss Margaret 
Smart in being the first woman candidate 
to win the Scottish Institute’s Gold 
Medal — in respect of the 1969 examin- 
ations — has been doubly crowned. 
Amongst the prizewinners who attended 
this week's special meeting of the 
Institute (reported under ‘Current 
Affairs’) were Miss Mary Hyland, of 
Glasgow, who received the Gold Medal 
for 1971, and Margaret’s younger sister, 
Valerie Smart, who was awarded the 
Helen Somerville Prize in Part I of the 
examinations. 

The Gold Medal has thus been won by 
women candidates. twice within. three 
years; both this and the joint achieve- 
ments of Margaret and Valerie Smart are 
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unique events in the history of the 
profession in Scotland, and we record | 
them with particular pleasure. X 


COMPUTERS AT EXETER 


THE committee of the Exeter CASS are | 
to be congratulated on arranging a series | 
of three meetings dealing with the chang- | 
ing approach of the auditor in the light | 
of the impact computers are having upon | 
accounting methods. The lectures will 
deal with, among other matters, computer 
audit programs and special audit tech- 
niques. vu 

The first meeting in the series takes 
place at Exeter College of Further 
Education on December 15th, commenc- 
ing at 10.30 a.m., when the speaker will be 
Mr 5. E. Bird, F.c.w.a., lecturer in | 
charge of business studies at the College. | 
This will be followed by an afternoon | 
visit to Devon County Council's computer 
at Exeter on January 1rth, and the final 
meeting will be held on February rst 
at the College of Further Education, when _ 
speakers will give a résumé of matters | 
covered. zu 

Members wishing to attend the series 
should contact the Society's Chairman, | 
Miss Mary C. Wilson, c/o Turquand, : 
Youngs & Co, 14 Bedford Street, Exeter. 

















NEW COURSE FOR GRADUATES 


THE North East London Polytechni 
believes that it has made ‘a substantial | 
leap forward’ in meeting the require- 
ments of the Institute's latest education | 
policy by the introduction of a course to ps 
turn graduates into useful members of 
the profession. E 

Introducing the new course, Dr George 
Brosan, director of the Polytechnic, said 
that it would be of two eight-week | 
periods, one in August and September, . 
the other іп May and June, and is due 
to start next year. The basis of accounting 
will be covered in the first five weeks xs 
followed by three weeks on auditing | 
centred round a case study. Business _ 
economics, law and finance will be the > 2 
subjects dealt with in the second course. 

Negotiations are well under way with 
one of the leading firms to work out a 
six-week course, said Dr Brosan. Despite _ 
this, it was necessary if the programme ao 
was to be fully effective for as many — 
practitioners as possible to co-operate by _ о 
giving their services іп teaching. ‘We аге 
not trying to get them on the cheap — we : 
can pay them at our usual rates’, said __ 
Dr Brosan. 

There can be no doubt, it was stated, 
that accounting today tended to become- 
obsolete very quickly and there was an. 
urgent need for a continuing interchange. 
of ideas, particularly from younger 
qualified members. Accountants in the 





United States were far more progressive 
in the exchange of accounting experience 
than were members of the profession in 
this country, it was declared. 

At a fee of £60 each, the Polytechnic 
“expects to enrol between бо and 8o 
graduates. Students would, after attend- 
ing the first late-summer course, return 
to their firms and take up studies again 
in August/September. The course periods 
have been so designed for both students 
and teachers from practising firms to 
‘attend at a time when work load is at its 
lowest ~ if there can be such an occurrence 
in professional offices these days. 


MOCK AGM AT LIVERPOOL 


Tue final meeting in December of the 
‘Liverpool CASA will take the form of a 
mock AGM, giving members an ideal 
opportunity in which to ‘pull to pieces’ a 
вес of accounts, with the added pleasure 
cof some extraordinary resolutions against 
а ‘board’ who, we understand, have all 
"the answers. Whether this is so remains 
^to be seen. The meeting takes place in 
"the Library, 5 Fenwick Street, on 
| December oth, commencing at 5 p.m., 
апа the committee hope that the ‘meeting’ 
~ will be well attended. 


NEW ACASS PRESS OFFICER 


Terry WEBB, who has been a member 
of the ACASS Executive Committee 
since last March and who is in the 
Birmingham office of Thomson 
McLintock & Co, has been appointed 
press officer of ACASS in succession to 
Miss Barbara Worth, who has held the 
position since last May. Miss Worth has 
accepted an appointment with a London 
| publishing house. 


UNDERPAID 2 

< ACASS is currently trying to improve 
“the lot of articled clerks on low salaries. 
'To do this, Terry Webb of the ACASS 
Executive needs information about any 
student earning less than {250 p.a. 
Students who can help in this inquiry 
should write to him at 48 Worlds End 
Avenue, Quinton, Birmingham 32. 


EEC MEETING AT CROYDON 


MEMBERS of the Croydon Branch of the 
London CASS attended a meeting 
organized recently by the Croydon 
Society of Chartered Accountants at the 
Greyhound Hotel, Croydon, when Mr 
W. G. Clark, F.c.c.a., M.P., spoke on “The 
local and national effects of Britain's 
entry into the Common Market’. Mr 
Clark was, in fact, one of the minority 
iw the Conservative Party to vote against 
the application to join the EEC. 

One of the main problems concerning 
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Britain's entry, he said, was the initial 
impact on the economy. It was imperative 
that the country's present economic 
difficulties were solved notwithstanding 
the plans for joining the Community. 
Mr Clark's authoritative approach to the 
subject was appreciated by the 65 mem- 
bers of the two societies present, and a 
lively discussion followed his talk. 

The next meeting of the Branch will be 
held on December 7th at 6.30 p.m. at the 
offices of the Computer Management 
Group (Southern) Ltd, Sunley House, 
Bedford Park, Croydon. Members pro- 
posing to attend should contact Mick 
Bray, telephone 688 6173. 


ACASS EXECUTIVE MEETING 
Tue ACASS Executive met at the 
Institute on Monday. Among those 
present were David Gilks, A.c.A., Chair- 
man, Tony Robinson, В.А., А.С.А., Chair- 
man, Conditions of Employment Board, 
Stephen Parry, B.A., A.C.A., Treasurer, 
David Clapham, Ian Dalzell, Kevin 
Lennon, Geoff Brown and Terry Webb. 

Subjects on the agenda included the 
final draft of the September Council 
minutes, a review of press and publicity, 
and international liaison. A report on the 
last Institute/ACASS Liaison meeting 
(‘Roundabout’, November ith) was 
given by David Gilks and Тогу Robinson 
who reported on schemes involving 
transferability. As a result of the liaison 
meeting, Kevin Lennon and Tony 
Robinson were appointed as advisers to 
discuss new recruitment literature with 
the Articled Clerks Committee today 
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(Thursday). This marks an important 
step in Institute/ACASS relations. 

Terry Webb was appointed press officer 
for ACASS (referred to elsewhere under 
‘Roundabout’ in this issue). Practical 
problems connected with the Council 
meeting at Nottingham next year were 
discussed and a provisional date set for 
late in March. As soon as dates have been 
finalized, an announcement will be made 
under ‘Roundabout’. The Education 
Board is making good progress on the 
Institute Policy for education and train- 
ing. The Board's members are also busy 
considering education facilities for 
articled clerks throughout the country. 

The Conditions of Employment Board 
is progressing with various projects such 
as transferability of articles, local autho- 
rity grants to students, information for 
new articled clerks and a minimum 
salary scheme. 


STUDENTS’ HANDBOOK 


In ‘Roundabout’ on November 18th, 
the arrival of an information booklet for 
articled clerks was announced. We are 
now advised, however, that the en- 
thusiasm with which this whole project is 
being undertaken has caused a premature 
announcement of birth; plans for the 
production of the booklet are at an 
advanced stage but it has not as yet been 
issued. 

We understand that the booklet will be 
a completely independent student pub- 
lication and will not be available from 
The Institute of Chartered Accountants 
in England and Wales. 





PRESIDENT OF THE INSTITUTE MEETS 
LIVERPOOL STUDENTS 


Tue concept of an Institute monopoly 
over the education of its students was not 
a viable proposition -~ the current 
situation of a mixture of public and 
private courses was in a much more 
healthy position, declared Mr A. H. 
Walton, F.c.a., President of the Institute, 
replying to a question at a lively and 
informal meeting of members of the 
Liverpool CASA last Friday. 

In a short talk which included some 
useful advice on how to tackle examin- 
ation questions, Mr Walton said that all 
too often students answer the question as 
they think it should be dealt with and 
not as the question asks. 

Asked afterwards for his opinion on the 
future of student societies, ‘since edu- 
cational facilities are provided more and 
more by the public and private sectors’, 
Mr Walton said he saw no reason why 


student societies should not intervene or 
play an active role in the training of 
articled clerks. One of the principal 
values of a student society, he said, was 
the provision of a forum for meeting other 
students and discussing professional prob- 
lems. In answer to a question on the 
prospects of a more simplified tax 
system, he enumerated the Institute's 
work in this area to date and promised 
that continuing effort would be made to 
urge the Government to rationalize the 
tax structure. 

Prior to his talk, Mr Walton presented 
to the Association's treasurer, Peter J. R. 
Evans, А.С.А., the Alan Cookson Prize in 
respect of his success in the May exam- 
inations. The prize relates not only to 
the examination success but also service 
to the Association and general conduct 
under articles. 
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Notes 


and 
Notices 


PROFESSIONAL NOTICES 


Henry К. Davies & Co, Chartered 
Accountants, of Chester, Shotton and 
Holywell, announce that they have 
admitted into partnership as from Decem- 
ber ist, 1971, Mr PETER FREDERICK 
WEBSTER, F.C.A., who has been a member 
of their staff for a number of years. 

R. Groves & Co, Chartered Ас- 
countants, of 37 Harley Street, London 
Wi, announce that Mr P. D. Davis, 
F.C.A., has been admitted to the partner- 
ship with effect from November rst. 

JosoLyNe Lavrow-BENNETT & Co 
(London) and Srppon, Macnay & 
Spoors (Newcastle) announce that they 
have formed a joint local partnership 
of JosoLyNE LavroN-BENNETT & Co 
practising at Victoria Buildings, 46 
Grainger Street, Newcastle upon Tyne 1. 

PITMAN CAKEBREAD & Co, Chartered 
Accountants, of 52 High Street, Hampton 
Hill, Middlesex, and London Wr an- 
nounce that Mr A. P. MICHELL, A.C.A., 
has joined the partnership with effect 
from November 8th, 1971. 

TurQuanp, Youncs & Co (Gibraltar 
firm) announce the admission to the 
partnership of Мг РНШР К. 
BLANCHFLOWER, A.C.A. 

WarLING & Hirst, Chartered Ac- 
countants, of Chichester, in association 
with RoBERTS, MCLENNAN & Co, Char- 
tered Accountants, of Woking, announce 
that, with effect from December st, 


1971, Mr TERENCE PAYNE, A.C.A., has. 


been admitted as a partner in both firms. 
Mr С. A. SLUGGETT, F.C.A., retired from 
the partnership of WATLING & Hirst on 
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November 3oth, 1971, but will continue 
to act as a consultant. 


APPOINTMENTS 


Mr A. M. Baker, r.c.4, previously 
chief accountant of Reliant Motor Co, 
has been appointed financial controller of 
the company. 

Mr C. F. S. Gibney, F.c.a., has been 
appointed chief accountant with the 
Lombard & Ulster Banking Group. 








Mr B. Haywood 


Mr C. F. S. Gibney 


Mr Bryan Haywood, А.С.С.А., has been 
appointed secretary and accountant of 
Balfour Kilpatrick Installations. 

Mr N. Н. Keegan, A.C.Ls., deputy 
secretary of The National Farmers 
Union Mutual Insurance Society/Avon 
Insurance Co, has been appointed sec- 
retary of the companies with effect from 
November 3oth, to succeed Mr T. 
Barlow, Е.С.А., A.C.I.I., who will retire as 
secretary of these companies on Novem- 
ber 29th, after nearly 40 years' service. 

Mr Bernard McTernan, A.C.A., has 
been appointed chief accountant of 
Rosedale Industries. 





Mr B. McTernan Mr D. H. Probert 


Mr David Н. Probert, F.C.W.A., A.C.LS., 
M.LM.C., has been appointed to the 
board of the Birmingham Small Arms Co 
as group financial director. 

Mr Michael Hynes, Е.С.А., has become 
director-finance of Rolls-Royce (1971) 
with effect from December 6th. 





DOUBLE TAXATION 

Trinidad and Tobago 
A supplementary protocol further amend- 
ing the arrangement made with Trinidad 
and Tobago in 1967 was signed in Port 
of Spain on November 15th. The text 
will shortly be published as a Schedule 
to a draft Order in Council. 


British Virgin Islands 
Official discussions were held in Tortola 
from November isth to 17th between 
representatives of the British Virgin 
Islands Government and the United 
Kingdom Government about a Double 
Taxation Agreement to replace the 1947 
arrangement as amended in 1968. 


Montserrat 
Talks were held in Montserrat on 
November 18th and 19th between repre- 
sentatives of the Montserrat Government 
and the United Kingdom Government 
about amendments to existing double 
taxation arrangements. 


FINANCIAL STRATEGY 


The course on ‘Financial strategy’, at 
the Grand Hotel, Eastbourne, from 
December 2nd-4th (The Accountant, 
November 11th), sponsored by The 
Institute of Chartered Accountants in 
England and Wales and prepared by an 
Institute working party in collaboration 
with staff of the Manchester Business 
School, has been over-subscribed. 

Mr James Forbes, Е.С.А., finance 
director of Cadbury Schweppes, who is 
directing the course, says ‘the conference 
should stimulate the exchange of ideas 
on financial strategy by bringing together 
the expertise of both industry and the 
business schools, and each session is 
structured in such a way as to blend the 
theoretical with the practical problems 
that arise in this field.’ 

This is the first course of its kind 
bringing together the expertise of busi- 
ness schools, industry and the City to 
discuss a topic from this angle and the 
Institute is delighted that there has been 
such a good response. 

The course is divided into four lecture 
sessions on ‘A strategic framework for 
control’; ‘Management of funds in an 
inflationary economy’; “The organiza- 
tional and human context of control’ and 
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= ‘Financial strategy and control’. Group 
discussions with the active participation 
of all members are also an important 
| feature of the course. 


SCOTTISH INSTITUTE'S 
NEW DIRECTORY 
| According to the Official Directory, 
1971-72 of The Institute of Chartered 
_ Accountants of Scotland, now published, 
< total membership at July 23rd, 1971, 
< numbered 8,558 compared with 8,432 in 
е previous year. 
An analysis of the membership shows 
that there were 4,510 members іп 
· Scotland, of whom 1,121 were ‘in prac- 
| tice on their own or as partners in firms’. 
_ Of the remaining members, those in the 
= United Kingdom other than Scotland 
* totalled 2,605 (250 in practice as prin- 
cipals or partners), and there were 1,443 
_ abroad (212 in practice as principals or 
partners). 
The new directory extends to 772 
. pages and contains the usual alphabetical 
апа topographical lists, together with 
< details of membership of the Council of 
“the Institute and of the standing and 
local committees for 1971—72. 


INVESTMENT APPRAISAL 


ТА new edition ~ the fourth — of Investment 


* Appraisal (HMSO, price 2ор) has been 
issued by the National Economic 
» Development Office. It briefly describes 
` discounted cash flow techniques and 
` illustrates some possible applications. 
~The booklet's revision takes into account 
< the investment measures introduced by 
the Government in October: 1970 and 
_ July 1971. 

| The use of unsatisfactory methods of 
“investment appraisal is ‘still fairly wide- 
| spread’, the booklet maintains, ‘and it is 
in the interests of individual firms and 
Һе economy as a whole that better 
< methods should be used’. 

i25 Originally published in 1965, Invest- 
coment Appraisal concentrates on the 
criteria underlying decisions to invest in 
physical assets in private industry. 
Nevertheless, many points made are 
-valso relevant to other forms of investment. 
Special attention is given to the impact 


© of investment incentives because these 


have a powerful influence on the profit- 

ability of projects, especially those which 

include a high proportion of new plant 
"and machinery. 


AN INTRODUCTION TO 
COMPUTING 
Many members of the London and 
Destrict Society of Chartered Account- 
ants want to know more about computers 
and a one-day course is being held by the 


 АССОГ 


Society at the Great Western Royal 
Hotel, London W2, on December roth, 
under the chairmanship of Mr Ian Hay 
Davison, B.sC.(ECON.), F.C.A., of Arthur 
Andersen & Co. Speakers will be Mr 
Paul Aspin, of IBM, Mr A. R. K. 
Hardcastle, F.c.a., of Computers, Analysts 
& Programmers, and Mr B. G. Jenkins, 
M-A., F.C.A., of Cooper Brothers & Co. 

Fee for the course is £12, including 
coffee, lunch and tea, and applications to 
attend should be made as soon as possible 
to the Assistant Secretary, London and 
District Society of Chartered Account- 
ants, 56 Goswell Road, London ЕСІМ 
7АҮ. 


DIRECTORS’ SPECIAL 
INTERESTS 


Mr Ian Fraser, M.A., Director General 
of the Panel on Take-overs and Mergers, 
will be speaking on ‘Directors’ special 
interests’ at an evening meeting of the 
London and District Society ef Chartered 
Accountants on Tuesday, December 7th, 
at 5.45 p.m. at Chartered Accountants’ 
Hall. 

Mr Fraser will consider the propriety 
and methods of disclosure and approval 
involved in circumstances when serious 
conflicts of interests develop where 
directors of companies have personal 
interests in their company's contracts. 

Tickets for the meeting at {1-50 each 
can be obtained from the Secretary of the 
Society, at 56 Goswell Road, London 
ЕСІМ 7AY. 


WALBROOK TAX 
DISCUSSION GROUP 


‘Section 488, Taxes Act 4970’ is the 
subject which will be discussed by the 
Walbrook Tax Discussion Group of the 
London and District Society of Chartered 
Accountants on December 14th, com- 
mencing at 6 p.m. at Chartered Ac- 
countants’ Hall, London. The discussion 
will be led by Mr B. V. Brown, A.C.A. 

Full details of all Group meetings may 
be obtained from Mr P. J. Hawker, 
F.C.A., Saffery, Sons & Со, St Martins 
House, 16 St Martin’s-le-Grand, London 
ЕСт. 


ASSOCIATION OF HOSPITAL 
TREASURERS 


The annual conference of the Association 
of Hospital Treasurers was held recently 
in London when there was an attendance 
of over 250 members. Addresses were 
given by Mr Christopher Mayhew, М.Р., 
on ‘The politics of mental health’ and 
Professor B. Abel-Smith on ‘Economics 
and an integrated health service’. The 
guest of honour at the luncheon was the 
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Minister of State, Welsh Office, 
David Gibson-Watt, M.C., M.P., 

At the subsequent annual general 
meeting, Mr J. В. Hindle, F.c.a., 
Treasurer of the Preston and Chorley 
Hospital Management. Committee, was 
elected President in succession to Mr 
John Pearson, F.c.c.a., of St Thomas’s 
Hospital, London. Mr B. G. Bush, 
F.C.A,, Treasurer of the East Anglian 
Regional Hospital Board, was elected 
Vice-President. 


Mr 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The third of this session’s monthly 
meetings for Bible reading and prayer, 
to be held at г p.m. on Monday 
next, December 6th, will discuss “Thus 
saith the Lord’ ~ to neighbours, as pro- 
claimed by Amos in Chapters 1 and 2 
(to verse 3) of his prophecy. 

The City meeting wil! be at the Church 
of St Peter-upon-Cornhill, London EC3 
(entrance in Cornhill, near Gracechurch 
Street) and will be led by Mr David 
Ginnings. Coffee and sandwiches will be 
available (charge 25p) during the meeting. 

The parallel meeting in the West End 
has been arranged for the same time at 
the Vicarage of Christ Church, 21 Down 
Street, London Wr (near Green Park 
Station), and will be led by Mr Douglas 
Combridge. Those attending should 
bring their own sandwiches, coffee being 
provided. 


LONDON ACCOUNTANTS' 
FOOTBALL LEAGUE 


Results of matches played by teams in 
the London Accountants’ Football 
League on November 28th, were as 
follows: 


Cup, SECOND ROUND 


Finnie o B. S. Casuals 2 
(Finnie Ross) (Baker Sutton) 
ae ONE 
"Tristars ' 3 
(Рот Fitzpatrick). (Touche Ross) 
Crest s. Alpha 
(Deloittes) Сани Andersen) 


emco o Hazy Ideas 
(Temple Gothard) (Arthur Young) 
Division Two 
Cohorts 

(Crane Houghton) 


Tansley 
(Te uid Witt 


FRIENDLY MATCH 


Football teams from the firms of Kershen, 
Fairfax & Co and Morley Scott & Со 
competed in a friendly. match held on 
Sunday, Ncvember 14th. 

'The match was played at Parliament 
Hill Fields, London NW3, and resulted 
in a win for Kershen, Fairfax & Co by 
four goals to two. 
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European Company Law 


WO draft directives of the EEC Commission for the harmonization 

of company law in member states, one relating to the maintenance and 
modification of capital and the other to mergers between companies in 
the same member state, have recently been under consideration by The 
Institute of Chartered Accountants in England and Wales. Subject to 
small number of detail comments relating to peculiar features of Unite 
Kingdom company law, the Institute has welcomed the proposals as ' 
practical step towards harmonization of company law in Europe for the 
purpose of promoting liberalization of trade’. 2s 

A fundamental point made by the Institute is that the proposals as framed 
are appropriate, in UK terms, only to ‘public’ companies, and not to 
private companies as defined by section 28 of the Companies Act 1948. 

As in the case of the form and content of published accounts in EEC 
member states, which forms the subject of an article on another page, 
the proposed 'harmonization' appears to proceed very much along the 
lines of the corresponding clauses of the draft ‘European Company 
Statute’ (The Accountant, November 18th). Thus, for instance, both the 
draft statute and the harmonization directive make provision for a report 
by independent experts on the value of the underlying assets in the case 
of new capital issued wholly or partly for a consideration other than cash. | 

The English Institute's views at this point are that those eligible to act | 
as ‘experts’ for this purpose should include the company’s auditors, and 
that the expert’s report should not be quoted or referred to without his 
written consent. It also suggests clarification of the not unimportant 
point of whether the report is to be regarded as a statement of fact or of 
opinion. i 

Dealing with the question of distributable profits, the present terms al 
the draft directive seem to require unrealized capital losses, as well as 
past revenue losses, to be made good before the profits of subsequent : 
years may be distributed. Whilst not, of course, disputing this view of 
revenue losses, the English Institute has pointed out that to apply the 
same ruling to unrealized capital losses would run counter to UK authority 
and practice. The question was studied by the Jenkins Committee on 
Company Law Amendment, whose report (Cmnd 1949) advised against 
the introduction of such a rule in Britain. The Institute has accordingly 
urged the Commission ‘to give the most careful consideration to the com- 
mercial and financial implications for companies and the economy generally 
of adopting such a provision’. 

The draft directive on company mergers envisages a procedure similar- 
to that in section 208 of the Companies Act 1948 — subject, however, to 
the distinction that section 208 requires application to the Court, whereas. 
the EEC draft would not. Voluntary mergers of this type assume complete 
agreement between the parties, which is, as the Institute has very propefly - 
pointed out, 'a totally different situation from the circumstances of a 
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< disputed take-over bid by one company for another’. 
A point of particular concern to the accountancy pro- 
- fession is that the merger draft introduces views on ‘the 
tortious liability of independent experts reporting on 
merger plans' which are substantially at variance with the 
present United Kingdom law on professional liability. 
-Despite the close interest now being shown by the EEC 
< Commission in harmonization of various aspects of 
. company law, there are wide differences between member 
. states in their present practices which are unlikely to be 
wholly resolved in the short term. United Kingdom stand- 
ards of financial reporting, it will be admitted, are as 
stringent as any which currently prevail in Europe, and 
^ the prospective accession of Britain as a full member of 
the Community presents British accountants with a 
further opportunity to make a distinctive contribution 
to the international development of their profession. 


Meeting the Bill 


en EMBERS of The Association of Certified Accountants, 
© Vat an extraordinary general meeting to be held on 
|. December 16th, will be asked to approve the abandonment 
of the existing differentials between the subscriptions of 
‘practising and non-practising members, and between 
those practising in London and in the provinces. 
<o Introducing the Council's proposals in a recent circular 
; to members, the Association’s President, Mr Robert Crout, 
F.C.C.A., points out that the differential for practising mem- 
bers in London and in the provinces was introduced in 
1970 in anticipation of the integration scheme, and that 
the distinction between practising and non-practising 
_ members dates from pre-1958, at which time the sub- 
| scriptions of the latter category were not allowable for tax 
< purposes. Neither of these considerations now applies, 
гапа the Council thus considers the continued existence of 
_ these differentials to be inappropriate. 
... The new rates of subscription are presented as а neces- 
sary part of the Association's ‘future plans’ (The Account- 
ant, January 14th), and it has already been made clear 
that the cost of implementing these proposals would be 
. high. At present rates of subscription, the Association 
г would be facing a 1972 deficit of £50,000, rising probably 
to £87,500 in 1973 and £125,000 іп 1974. The Council's 
latest statement makes it plain that to budget for a deficit 
in 1972 would be neither prudent nor reasonable, and 
would result in a permanent diminution of the Associa- 
tion's existing resources. 

Amongst the increased costs, the provision of adequate 
accommodation appears high on the list. During the past 
year, the Association has acquired a lease of 21 Bedford 
Square to supplement the existing accommodation at 
Nes 22 and 23; but rents in the Bedford Square area have 
almost trebled in recent years, and the leases of Nos 22 
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and 23 will fall due for renewal in the near future. 

With a view to providing for a permanent and adequate 
headquarters building as soon as possible, the Council 
annources that it has applied to the Department of the 
Environment for an office development permit which will 
permit either the conversion of an existing building or 
the erection of a new one. Freehold office premises, it is 
pointec out, are now almost unobtainable except at 
prohibitive prices. 

Staff costs form another heavy and continually escal- 
ating element, and the Council is now considering a pilot 
exercise in a selected area on the appointment of paid 
regional officers. New appointments to the Association's 
staff in recent months have included a Deputy Secretary 
(The Aecountant, June 24th), and in the view of the Council 
'considerable additional staff is necessary, and further 
appointments will be made as soon as possible'. 

'The minimum entry requirement for students of the 
Association is to be raised to two 'A' levels in 1973. Mean- 
while, 2 special committee is working on a revised exami- 
nation syllabus, and will circulate its draft proposals for 
comment before reaching a final conclusion. 

Inherent throughout the Council's proposals is a firm 
belief in the future of the Association as a viable and 
independent body of accountants, and members attending 
the meeting on December 16th will have much to discuss. 
It wouid, however, be surprising if the debate did not 
include some mention of prospective relations between 
the Association and other recognized bodies of account- 
ants — possibly on the lines canvassed in our leading article 
‘Patterns for the Profession’ of November 18th. 


VAT -Why the Delay? 


LL that is at present known about a value added tax for 

the United Kingdom is that it is proposed to be intro- 
duced, in substitution for certain other duties, with effect 
from April 1973. The postponement of publication of 
detailed legislative proposals is causing great difficulties 
for industry and commerce in their preparations for a tax 
on which no hard information is yet available. 

Amongst those affected by this legislative delay are 
members of the allied accountancy bodies, whose repre- 
sentatives met officers of HM Customs and Excise in 
August this year. At that time, it was understood that the 
VAT Bil would be published in the autumn of 1971, 
whereas it has since been made known that legislation is 
likely to be postponed until the spring of next year. This 
leaves barely 12 months between publication of the draft 
legislation and its implementation — even less in the case 
of those requirements which will be the subject of statutory 
instruments. 

In a further letter to the Customs and Excise last month, 
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the accountancy bodies drew attention to the need for 
early publication of the proposals for keeping of accounting 
records, and reiterated their willingness to avail themselves 
of any opportunity for comment. 

To many traders, the introduction of special require- 
ments for the form which their books should take will be 
novel; the accountancy bodies feel that regulations should 
concentrate on essentials and should not restrict the 
flexibility necessary to accommodate the variety of ac- 
counting systems and methods properly adopted by firms 
to meet their particular size and needs. 

Other matters on which the accountancy bodies have 
expressed their continuing concern are the decision to treat 
VAT on bad debts as a non-deductible input; the VAT 
treatment of assets transferred to a limited company 
formed to take over the business; the conduct of spot 
checks of traders’ records by officers of Customs and Excise; 
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and methods of implementing relief at April rst, 1973, 
for goods in stock which have already borne purchase ta 

Though it should be possible in many cases to estab 
the amount of purchase tax involved without a physical 
stock-taking at April rst, 1973, there are many othe 
especially where goods are invoiced at a figure inclusiv 
of purchase tax — where stock records, though adequate f. 
existing purposes, would not provide a meaningful figure 
for taxed items at a particular date. In earlier representa: 
tions to Customs and Excise, the accountants’ representa- 
tives offered to consider any request for assistance by t 
profession in establishing the purchase tax element in a 
reasonable and practical way. E 

'The continuing absence of any declaration in principle 
of legislative intentions inhibits the contribution which 
accountants could usefully make towards the solution of 
this particular problem. 








CURRENT AFFAIRS 


ICWA Change of Name 


"HE Council of The Institute of Cost and Works Accountants has been advised 
that the Secretary of State for Trade and Industry would be prepared 
to sanction a change of name to “The Institute of Cost and Management 


Accountants’, subject to members’ ap- 
proval of the change by special resolu- 








claims for later periods are as follows: 


Period of expenditure Last date 
January rst to и 
March 3181, 1969 March 31st, 1972 


April rst, to 

June 30th, 1969 

July 1st, to 

September 3oth, 1969 
Applications for grant on the ap- 

propriate form will be accepted by 

investment grants offices from January 


tion which, under the Institute's 
present constitution, must be lodged 
with the Registrar of Companies. 

In its 1970 'contingency' statement 
(The Accountant, May 21st, 1970), the 
Council proposed — if integration was 
notachieved —to consider the possibility 
of a change of name to reflect more 
accurately the Institute's aims and 
activities. Some members regarded 
"Phe Institute of Management Ac- 
countants’ as the most appropriate 
-title, but the Council has come to the 
conclusion that the simple substitution 
of ‘Management’ for ‘Works’ would be 
less likely to cause confusion than a 
complete change of name. It was 
reported earlier this year that members 
up and down the country had shown 

‘considerable support’ for this version 
(The Accountant, May 27th). 

The Department of Trade and 
Industry has pointed out that sanction 
for the new name does not confer an 
exclusive right to the use of the term 

‘management accountant’. 


Mr Tom  Degenhardt, ICWA 


Deputy Secretary, said on Tuesday 
that the Council was planning to 
convene an early meeting of members 
when a special resolution to change 
the name (requiring a 75 per cent 
majority) would be submitted for 
approval, together with other con- 
sequential amendments to the In- 
stitute's constitution. 


Investment Grants 
Time Limits 

CCOUNTANTS are reminded by 

the Department of Trade and 
Industry that, by virtue of the Invest- 
ment Grants Termination (No. 1) 
Order 1971 and the direction made on 
August 16th, no investment grant will 
be made on expenditure incurred 
before January 1st, 1969, unless the 
appropriate claim form and the rele- 
vant documents, including a report by 
an independent accountant, are re- 
ceived by the appropriate investment 
grants office not later than December 
31st, 1971. The last dates for lodging 


Ist, 1972, in respect of expenditure 
incurred in the two quarters from 
April 1st to September 30th, 1971. 















Trade Descriptions 


HE Government has at present 

no intention of amending the 
Trade Descriptions Act 1968 so as 
to enable magistrates’ courts to award 
compensation to aggrieved consumers. 

The Department of Trade and 
Industry has received representations 
from MPs who consider it 'pro- 
foundly unsatisfactory’ that victims 
of a false representation are at present 
unable to obtain compensation without 
the further burden of undertaking 
civil proceedings. The official view, | 
however, is that a trader convicted | 
under the present provisions of the | 
Act would have considerable difficulty | 
in maintaining any effective defence 
to a civil action, and that іп the - 
majority of cases compensation would 
doubtless be offered on a voluntary: 
basis to obviate further proceedings. 
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Future of PAYE 


ROPOSALS for Schedule E com- 

puter centres at Shipley, Man- 
chester, Washington, Edinburgh and 
Portsmouth are now unlikely to be 
implemented, according to a Commons 
statement last week by the Financial 
Secretary to the Treasury, Mr Patrick 
Jenkin. It is recognized, according to 
Mr Jenkin, ‘that in some of these cases 
local authorities’ development plans 
will be seriously affected by this 
announcement, and the Inland 
Revenue will be in touch immediately 
with them to discuss the position’. 

Work that has been done so far on 
possible changes in the PAYE system 
has shown that changes may be both 
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desirable and feasible. Further studies 
will, however, be required, including 
possible simplification of the personal 
tax system itself, before the Govern- 
ment is in a position to decide pre- 
cisely what has to be done to improve 
methods. 

When it was decided in December 
1970 to suspend the PAYE automation 
programme, work on the proposed 
centres at Bootle and at Cardiff was 
already far advanced and was allowed 
to continue. Whilst the building of 
the Cardiff Schedule E Centre will 
continue, no further moves towards 
automating the work there are pro- 
posed for the time being. The 
computer at Bootle is already in- 
stalled and will be brought into use. 


Stock Exchange Audits 


EMBER firms of the Federation 

of Stock Exchanges are required 
to produce an annual profit and loss 
account and balance sheet, and to make 
available to the auditor all the books 
and records and such other explana- 
tions and information as he may 
require for the purpose of discharging 
his duty under the appropriate rules. 
It is pointed out that, whilst there is 
nothing in the rules to prevent the 
auditor from assisting in the prepara- 
tion of the relevant accounts, it is the 
partners of the stock exchange firm 
who remain primarily responsible for 
them. 

A memorandum issued earlier this 
week for guidance by the three Insti- 
tutes of Chartered Accountants and 
The Association of Certified Account- 
ants stresses that auditors should 
regard their duties under the stock 
exchange rules as being as comprehen- 
sive as those imposed under the Com- 
panies Acts. Material curtailment of 
the audit examination, for whatever 
reason, should be the subject of a 
reservation in the audit report, or may 
result in the auditor being unable to 
express an opinion as to whether the 
accounts give a true and fair view. 

Amongst matters to which auditors 
of stock exchange firms are recom- 
mended to pay particular attention are: 

(a) soundness of debts due to the firm, 

and the value of any security; 


(6) adequacy of provisions for bad and 
doubtful debts; 

(c) adequacy of provisions for liabili- 
ties; 

(d) compliance with the requirements 
regarding securities held for safe 
custody ; 


(e) agreement from time to time of 
balances with other stock exchange 
firms and with overseas brokers. 


Stock exchange firms are required 
to maintain at all times a 'liquidity 
margin' of approved assets over lia- 
bilities. Auditors are under a duty to 
report whether this margin was pre- 
sent at the date of the balance sheet, 
and should take all reasonable steps 
to verify that such assets as are in- 
cluded in the computation fall into 
the categories defined in the rule, 
and are realizable for not less than the 
balance sheet amounts. In this con- 
nection, special attention should be 
paid to transactions after the year end 
to guard against the possibility of 
“window dressing’. 

Rules of the Federation of Stock 
Exchanges are subject to change from 
time to time. Auditors are therefore 
reminded of their responsibility to 
obtain, either from their client or 
from the secretary of the relevant 
exchange, a copy of the latest rules 
and of any subsequent notices which 
may affect their audit. 
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Businessman of the Year 


HE Hambro Award for ‘Business- 

man of the Year’ was presented 
this week to Sir Eric Drake, C.B.E., 
M.A., F.C.A, chairman of British 
Petroleum. Sir Eric, who qualified 
as a chartered accountant in 1934 and 
received his knighthood in the 1970 
Birthday Honours List (The Ас- 
countant, June 18th, 1970), received 
the award in recognition of his 
achievement in 'leading BP to in- 
dustrial pre-eminence’ and ‘securing 





a dominant position in world oil, 
natural gas and chemical production 
and sales’. 

Under the chairmanship of Lord 
Widgery, LCJ, who presented the 
award, the members of the judging 
panel were Viscount de l'Isle, v.c., 
ICQ. РС. KS), MA Gea...” Tan 
Morrow, C.A., F.C.W.A., F.B.I.M., and 
Sir Jules Thorn. The occasion was 
organized by the National Cancer 
Day Society, representing the major 
charities for cancer relief. 


Tax Certificates to Go 
prop of the system 


of tax reserve certificates, in the 
view of the present Government, now 
outweigh the benefits. The use of 
company certificates has declined 
markedly in recent years, and scope 
for the use of personal certificates 
will be reduced under the new unified 
tax system. 

The present prospectus for per- 
sonal tax certificates will be with- 
drawn after December 31st next, 
but personal certificates will be avail- 
able for the years when individuals 
will need to make provision for over- 
lapping surtax liabilities. Accordingly, 
a new prospectus is being issued for a 
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final issue of certificates, available 
from January 3rd, 1972 to June 
29th, 1973. Such certificates will earn 
interest up to January Ist, 1974. 
The sale of company certificates 
will cease after December 31st, 1971. 
Certificates purchased before that 
date will continue to be accepted in 
payment of corporation tax, and will 
earn interest in accordance with the 
terms of the present prospectus. 


Financial Strategy 
po МЕ of financial strategy 


and control have gained added 
significance in recent years, following 
publicity for certain companies whose 
financial strategies appear to have been 
wrong in conception and implementa- 
tion. In recognition of this fact, The 
Institute of Chartered Accountants in 
England and Wales, jointly with 
Cadbury Schweppes Ltd, last week 
mounted the prototype of a new course 
in financial strategy, with the раг- 
ticular objectives of : 

(1) identifying the characteristics of 
an effective financial strategy; 

(2) determining the particular contri- 
butions of the finance executive; 
and 

(3) discussion of the top management 
task of determining financial 
strategy and ensuring its imple- 
mentation. 


Last week's conference at East- 


bourne approached the subject under 
four principal headings: 'Strategic 





One of the discussion groups in session at last week's ' 
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Framework’, ‘Management of Funds’, 
‘Organizational and Human Context’, 
and ‘Financial Strategy and Control’. 
Several distinguished speakers from 
within and outside the accountancy 
profession proceeded to demonstrate 
the truth of the aphorism originally 
applied to contract bridge: “The calling 
is strategy: the play of the hand 
tactics. In both there is wide scope for 
judgement, boldness, and originality’. 

A report of the conference sessions 
will appear in The Accountant next 
week. 


Australian Director 
to Retire 


HE impending retirement was 

announced recently of Mr C. W. 
Andersen, O.B.E, DIP.COM., F.A.S.A., 
Е.С.1.5., Executive Director of the 
Australian Society of Accountants. 

‘Clif? as he is generally known, is 
a much-loved and respected figure 
throughout the Australian profession, 
with which he has been actively as- 
sociated for over 40 years. He has 
been the Society’s principal executive 
officer since its inception, and played 
an important part in the negotiations 
leading up to the integration of the 
Australian Federal Institute of Ac- 
countants into the Society in 1952. 
In 1964, he was invited to deliver the 
Arthur Capper Moore memorial lec- 
ture on “The legal and ethical res- 
ponsibilities of the accountant not in 
public practice’. 


La 


group leader at the head of the table is Mr J. M. Young, F.C.A. 


Financial Strategy’ conference. The 
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Mr Andersen’s services to the pro- 
fession in Australia and the world 
have been recently recognized by the 
award of the OBE in the 1971 New 





Year Honours List (The Accountant, 
January 7th) and by his appointment 
as chairman of the organizing com- 
mittee for the forthcoming 1972 
International Congress of Accountants. 

Mr Andersen was also the guest of 
honour at a reception and luncheon 
held by the Victoria division of the 
Australian Society of Accountants 
on November 17th, when tributes 
were paid to his many years of devoted 
service to the Society. 


Interfirm Comparison for 
Practising Accountants 


N interfirm comparison service 

for practising accountants is to 
be launched by The Institute of 
Chartered Accountants in England 
and Wales. The idea is to give a much- 
needed yardstick by which firms of 
chartered accountants can compare the 
financial effectiveness of their practice 
management. 

The scheme is designed to be made 
self-financing by charging a fee to 
participating firms. Participants will 
receive a report showing selected 
important ratios (e.g., profit/fees, pro- 
fessional indemnity costs/fees) for 
each participating (but unidentified) 
firm together with indication of the 
firm’s size and geographical location. 

Information to produce this report 
will be provided to the Institute’s 
Technical Department by participants 
by means of a simple questionnaire, 
under confidential conditions: 

(1) the names of participating fifms 

will not be revealed ; 
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(2) ratios will be used, not absolute 
figures; 

· (3) information on size and location will 
be given only in broad terms, e.g., 
‘medium-sized firm, operating from 
a town with more than 100,000 
inhabitants’; 

(4) questionnaires will be coded by 
an outside intermediary so that 
the Institute’s Technical Depart- 
ment will not be able to identify 
individual firms’ figures. 

The report will be made available 
only to participants; neither the report 
nor the data from which it is compiled 
will be released to non-participants 
or to any other organizations. 

The plan is thought likely to prove 
attractive and of particular value to 
smaller and medium-sized firms. De- 
tails will be sent to practising members 
of the Institute in the spring of next 
year. 


Government Relies 
on Auditors 


UDITORS of limited companies 

are under a specific duty to qualify 
their reports if proper books of ac- 
count, as required by section 147 (2) 
of the Companies Act 1948, are not 
kept. In the course of a written 
parliamentary answer last week, Mr 
Nicholas Ridley, Parliamentary Under- 
Secretary for Trade and Industry, 
indicated that the auditors' report is 
the primary sanction against default 
in compliance with the section. 

Replying to a question from Mr 
R. J. Carter (Birmingham, Northfield) 
who had asked why the Secretary of 
State for Trade and Industry had not 
satisfied himself that all motor in- 
surance companies kept such books 
as were necessary to show a true and 
fair view of the state of their affairs, 
Mr Ridley replied: 'In the first 
instance, it is for the auditors of a 
company to satisfy themselves about 
the books of a company, and to report 
if they are not so satisfied’. 

On a previous occasion (The Ac- 
countant, June тоёћ), Mr Ridley had 
maintained that the DTI must con- 
tinue to rely on auditors to satisfy 
themselves as to the value of assets 
shown in company balance sheets, and 
that officials could not conceivably 
take over the work of auditors in this, 
or*for that matter any other similar 


field. 
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International and 
Multinational Companies 


E activities of international and 
multinational companies are an 
object of misunderstanding and open 
suspicion in certain quarters. In 
Parliament last week, the Prime 
Minister was confronted with a ques- 
tion from Mr David Stoddart (Swin- 
don), who had described such 
companies as ‘one of the greatest 
social evils of the present day’, and 
alleged that they were responsible for 
widespread unemployment and for 
vicious exploitation of the under- 
developed countries. 

Replying, the Prime Minister dis- 
missed these charges as unsubstan- 
tiated and completely unjustified; it 
was ridiculous, he said, to suggest 
that international companies knew 
no law. Many areas of the United 
Kingdom owed a great deal to foreign 
investment; similarly, the invisible 
exports of UK-based international 
companies had had ‘a tremendous 
effect on Britain's balance of pay- 
ments. There was no need to seek, as 
Mr Stoddart had suggested, 'inter- 
governmental action' to supervise the 
activities of these companies. 

Mr Jeremy Thorpe suggested that 
the problem was one which the UK 
would be able to tackle more effectively 
on a multinational basis as members 
of an enlarged European community. 
Mr Heath agreed, adding that ‘entry 





Mr L. W. Smith, O.B.E., Е.С.А., seen with his 
wife outside Buckingham Palace after a 
recent investiture when he received the 
O.B.E. from the Queen Mother. Sixty-two 
years of age, Mr Smith is deputy chairman of 
the North Thames Gas Board and has been 
in the gas industry for the past 35 years. He 
received his award in this year's Birthday 
Honours. 
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will immediately bring us into the 
area of European company law through 
which we shall be able to deal with 
European international companies'. 
The subject of European company 
law was, of course, raised in The 
Accountant for November 18th. It 
also forms the basis of a feature on 
other pages of the present issue. 


Not An Institute 
Circular 


URTHER copies of a ‘Hospital 

Money Plan’ circular, distributed 
by Accountants Professional Insur- 
ance Advisory Services, have been 
received by members of The In- 
stitute of Chartered Accountants in 
England and Wales. It will be remem- 
bered that this circular, previously 
referred to in The Accountant of 
September 2nd, is headed with the 
name of the Institute in bold letters. 

Income protection policies for the 
self-employed have, of course, been 
a feature of the insurance market for 
some time; but chartered accountants, 
in considering the present scheme, 
should bear in mind that it is not in 
any way sponsored or endorsed by the 
Institute. A disclaimer attached to the 
circular reads as follows: 

‘The Hospital Money Plan is a 
scheme privately negotiated for mem- 
bers of the Institute of Chartered 
Accountants, but it is in no way pro- 
moted, sponsored or supported by the 
Institute itself, which has not been 
consulted in any way in relation to the 
scheme or its detailed provisions.’ 
This disclaimer has, we understand, 

been included at the instance of The 
Institute of Chartered Accountants 
in England and Wales, which has 
also secured an assurance that future 
circulars will not be issued in any 
form which might be taken to indicate 
sponsorship by the Institute. In the 
present case, the disclaimer is printed 
on a coloured slip measuring approxi- 
mately 2} by 14 in., whereas the name 
of the Institute appears in at least 
three different places and is given 
considerable prominence. 


Imprisonment for 
Misdescription 
ROFESSIONAL societies and 


prospective employers are from 
time to time required to deal with 
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persons claiming the benefit of quali- 
fications which they do not in fact 
possess. The Theft Act 1968 (The 
Accountant, September 7th, 1968), 
sought to check this abuse by in- 
cluding, among its specific categories 
of ‘obtaining pecuniary advantage 
by deception’, the opportunity of 
earning remuneration on more favour- 
able terms than would otherwise be 
the case. : 

At Berkshire Assizes last week, 
Bernard Maitland, of Caversham Park, 
Reading, was jailed for twelve months 
after pleading guilty to dishonestly 
obtaining a pecuniary advantage for 
himself by false representation, and 
obtaining £154 by falsely representing 
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himself as a qualified architect en- 
titled to professional fees. ~ 
Maitland, a former labourer with 


some knowledge of architecture but. 


with no formal academic or pro- 
fessional qualifications, used the alias 


of ‘R. B. Grainger’, and claimed to` 


be an associate member of the Royal 
Institute of British Architects. He 
was sufficiently plausible to be given 
an important assignment by a well- 
known firm of architects, but proved 
unable to maintain his deception, and 
the police were called in. 

A principal of the firm for whom 
Maitland had worked described the 
material which he had turned in as 
‘rubbish and useless’. 


Insurance Company 
Restriction 


15 Union. Accident Insurance 
Company, of Station Road, New 
Barnet, Herts, has been ordered by 
the Department of Trade and In- 
dustry to cease taking new insurance 
business with effect from November 
18th. 

This prohibition, made in pursuance 
of the powers of the DTI under section 
68 (х) of the Companies Act 1967, > 
applies to the renewal and variation 
of existing policies as well as the issue | 
of new policies. It does not prevent · 
the company discharging its liabilities 
under policies already in issue. 





THIS IS MY LIFE 


Power Behind the 
Throne 


by An Industrious Accountant 


IA a company we just wouldn't exist, of course, unless 
we sold merchandise at a profit, so the forward 
planning of our overall marketing policy has high priority. 
Recently, therefore, prior to the more top-level board 
review, Scotty, our canny sales manager, made a detailed 
presentation to the managing director. 

Scotty is a shrewd tactician and he set up his perfor- 
mance to achieve maximum impact. At the top of the long 
table he sat the MD, flanked on one side by myself, 
together with the departmental accountant whose job 
it was to furnish, if requested, all appropriate trading data 
for some years past — hence his harassed look. He once 
wrecked a meeting by contradicting Scotty to his teeth on 
our supermarket statistics, before discovering he was 
quoting from the wrong year and from the shirt factory 
column. He's suffered from premonitions of disaster ever 
since. x 

Around us sat the leading salesmen, veterans like Trevor 
or brash thrusters like Bertie, each ready to speak to his 
own turnover/mark-up brief. At the other end of the 
table there was a big chartboard, bearing many-coloured 
tabulations on sheets ranging from ‘Summarized Forecast 
for Year Ahead' to 'Sundries, including Hats and Walking- 
sticks’. 

The salesmen had been well rehearsed, so after Scotty 
had given a summary to fill in the background — sales up 
12 per cent and gross profit margin ир $ per cent — he called 
on his colleagues in turn to provide the details. 


The MD wasn’t too happy about the figures. Sales 
should be at least 15 per cent up, he argued, taking into 
account escalation of prices and inflationary pressures, 
as well as the extra footage on the third floor; and the net : 
profit figure was entirely unacceptable in face of sky- 
rocketing selling costs. 

This was his normal reaction, of course. There’d be no 
point at all in having a managing director who accepted 
his subordinates’ estimates at face value, and our man is a ` 
carrot-and-stick expert. Besides, he knew, and I knew, 
and Scotty knew but wouldn't admit it, that every last 
salesman had tucked away his own private emergency 
reserve. They do this by under-pricing picked items at 
stock-taking after a good year's business, establishing in 
effect a secret profit equalization reserve, to be drawn 
against at need. 

Scotty was in the hot seat, but he played both sides : 
against the centre, alternately bargaining the MD down 
and levering his salesmen up. ‘These latter quoted escalating 
purchase costs, of course, and competition from the new 
supermarket in the High Street, as well as belt-tightening 
by John Citizen. 

Trevor — who fancies himself as a financial expert since 
his brother became a bank manager — added ‘stagflation’ 
to the list, an obviously unrehearsed bit of one-upmanship 
which confused Scotty. Next Bertie tried to make a good 
impression by claiming that his section's sales had beaten - 
the cost-of-living index, an impromptu which annoyed the 
MD, to whom the COL is a dirty word since the trade 
union delegation used it successfully against him in their 
recent skirmishes. 

All of them, of course, were aware that their year-end 
bonuses would reflect their performance variations against 
the agreed budget, so skin and hair flew in every direction. 

Personally I looked keenly alert, quoting readily the 
figures for sales/debtors ratios or interest on stock balances, 
but inwardly I was quite relaxed, like a financial grey 
eminence. We'd worked out earlier the minimum gross 
profit needed to cover our year's outgoings and provisions, 
and had advised the MD accordingly. He had to get wRet 
we told him or the chairman would have his scalp later. 
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Accounting Requirements 


in Europe 


Harmonization of Rules within EEC 


TER concept of a ‘European company’ having a common. 


legal capacity within all member states of the European 
Economic Community has been progressively debated 
since 1959, and last year reached the stage at which the 
Commission felt able to present to the Council of Ministers 
the draft of a proposed statute for the European company. 
Pending the discussion, acceptance and ratification of 
such a statute, the draft was published in Brussels last 
month of a new directive for harmonizing the present 
legal requirements within member states for the form and 
content of published accounts of companies. 

Within a highly developed industrial, commercial and 
economic community, accounting — as 'the language of 
figures’ — forms a valuable medium of communication. 
Where such a community transcends national frontiers, 
it is of particular importance that this language of figures 
should have common rules of grammar and construction. 


Present differences 


Thus, the opening passage of the explanatory notes ac- 
companying the new directive reads as follows (our trans- 
lation of definitive text in French): 


‘At the present time, there are considerable differences 
within member states [of the European Economic Community] 
in the legal requirements which apply to the annual accounts 
of companies, affecting both their form and content. In- 
formation which companies are obliged to publish differs 

: in both character and amount from one country to another. 

“This situation may have a detrimental effect on the in- 
tegration of national markets into a common market function- 
ing as an integrated whole. The concept of the Common 
Market presumes that all companies of common juridical 
form would be able to transact business within the Com- 
munity under comparable juridical conditions. There must 
be equality before the law. Otherwise, comparison between 
companies of common juridical form in different member 
states will continue to be artificially distorted. 

‘Prospective and established customers of companies in 
other member states have the greatest interest in being able 
to obtain sufficient and comparable information on the 
capital, financial situation and results of those companies. 
At present, comparability between annual accounts of com- 
panies established in different member states is by no means 
assured, since the nomenclature adopted in different member 
states for the various classifications of the balance sheet and 
the profit and loss account is often totally different. In many 
cases, the reader of a balance sheet, however familiar with the 
preparation of accounts and the terminology employed in 
his own country, is less well placed to analyse the annual 
accounts of companies in other member states. In these 
gircumstances, there could be reluctance to accept the risk 
of commercial dealings with such companies. 

‘The present differences between national legislation on 


questions of accountability could also provide companies 
with = reason for establishing themselves in countries where 
the requirements in this respect are least advanced. 

‘Fimally, these differences could also have a detrimental 
effect on the logical employment of capital within the Com- 
munity, since investors will not have at their disposal 
sufficent and comparable information to make a decision 
with Zull knowledge of the circumstances of the case. T'his 
particularly applies to the purchase of shares in companies 
of otker member states.’ 


Harmanization of national requirements 


As reported exclusively in The Accountant for November 
i8th, the projected harmonization within member states 
follows · closely the section of the proposed European 
compary statute devoted to accounting requirements. 
This hes the obvious aim of ensuring that such compaaies, 
when established, will be required to present their accounts 
in a form with which individual member states are already 
familiar. , 

It has already been said that the proposed requirements 
show a strong family resemblance to Schedule 2 of the 
Companies Act 1967, and are unlikely to be unduly 
burdensome to those companies already following the best 
United Kingdom practice. Thus, for instance, it is en- 
visaged that the annual accounts shall comprise a balance 
sheet and profit and loss account, with notes, constituting 
a composite whole. Annual accounts are to be drawn up 
in acco-dance with ‘regular and proper’ accounting prin- 
ciples, and (save in exceptional cases) methods of valuation 
and classification used in consecutive annual accounts shall 
be cons.stent. 

Amongst the items which the new directive? would 
require to be specifically disclosed in the annual accounts 
are: 

Balar.ce sheet: 

Formation expenses 

Research and development costs 

Concessions, patents, licences and trade-marks 

Goodwill 

Work in progress 

Land and buildings 

Industrial plant and machinery 

Other industrial and commercial equipment 

Plant under construction l 

Investments, segregating investments in associated companies 

Stock 

Debtors 

Nego-iable securities and cash 

Share capital 





` 1 Copies of the full definitive text (again in French) are available from 


the Eurcpean Community Information Service, 23 Chesham Street, 
London 3W1, reference СОМ (71) 1232 Final. 
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: Reserves, distinguishing capital reserves, statutory reserves 
and free reserves > 
Depreciation, to the extent that it is not deducted from the 
relevant assets 
Provisions for contingencies, segregating розов for hugs 
taxation 
Sundry creditors. 


Profit and loss account: 

. Trading transactions, financial transactions, non-recurring 
income and expenditure, taxation and movements in 
reserves are each to be separately classified. Information 
to be disclosed under trading results includes: 

Net turnover 

Changes in stocks of finished and semi-finished products 

Goods and services for own use 

Other trading income 

Cost of raw materials 

Labour costs 

Amount written off formation expenses 

Provision for depreciation 

Other trading costs. 

The offsetting of liabilities against assets, or expenditure 
against income, is prohibited. 

An explanatory note to these requirements anticipates the 
potential criticism that a minimum compulsory classification 
may be insufficiently flexible, and could impair the view 
reflected by the annual accounts. There is no objection, 
for instance, to the elaboration of a particular classification 
if this wil] increase the amount of information conveyed. 

Exceptionally, an alternative classification may be 
permitted under certain sub-headings if this is desirable 
for reasons of;clarity in the particular circumstances of the 
business, or where relevant data are not readily available. 
It is to be expected that these exceptions will be of minimal 
significance to the generality of industrial and commercial 
companies, and will only apply to the particular needs 
of such specialized undertakings as mining and shipping 
companies. 


Valuation at cost 


'The directive includes provisions for the valuation of both 
fixed and current assets. Fixed assets generally are to be 
valued at the cost of acquisition or production, subject 
in the case of assets having a limited working life to de- 
preciation calculated in accordance with zegulne and 
proper accounting principles. 

A high regard for the ‘prudence’ concept is seen in the 
stipulation that, whether or not assets are deemed to have a 
limited life, they should be depreciated on a basis which 
will show the lowest of two or more alternative valuations 
at the accounting date. Where fixed assets rank for ex- 
ceptional depreciation allowances for tax purposes, the 
amount of such exceptional depreciation is to be shown in 
the notes to the accounts. 

Another application of the concept of prudence, this 
time allied to the inviolability of capital, gives rise to the 
stipulation that where formation expenses have not been 
fully written off, distribution of profits is prohibited unless 
the company has free reserves at least equivalent to the 
amount of such unamortized formation expenses. Similar 
provisions apply to research and development expenditure. 

Current assets generally are to be valued at the lower 
of cost or market value at the balance sheet date. For the 
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valuation of stocks, average cost, FIFO and LIFO are recog- 
nized as permissible alternative bases. Again, any excep- 
tional allowances for tax purposes are to be separately 
shown in the notes. 

A notable omission from the directive is that it makes 
no specific provision for the issue, form or content of 
consolidated accounts by holding companies. These have, 
of course, been compulsory in the United Kingdom since 
1948, and were recognized as good practice by the larger 
companies for some years prior to that. 


.European company statute 


Turning from the directive on harmonization of accounting 
practices within the member states to the draft statute fora . 
European company, it is noteworthy that the latter — 
exceptionally, since this is not at present one of the EEC 
official languages — has been published as a definitive 
text in English. As already stated, the accounting clauses . 
are closely similar — indeed, in some respects identical — 
with the corresponding passages in the harmonization 
directive, and they include in this case the preparation of 
consolidated accounts. 

If a European company (referred -to in the text, and 
throughout the remainder of this article, as Societas 
Europea or ‘SE’) is the controlling company of a group, it 
would be required under the terms of the draft statute 
to prepare. a consolidated balance sheet and consolidated 
profit and loss account, together with notes on the con- 
solidated accounts and a consolidated annual report. ‘There 
are similar requirements for ‘part consolidation’ where an 
SE holds an intermediate position as ‘a dependent company: 
within a group’. The individual accounts included within a 
consolidation are to be prepared so far as possible in zc- 
cordance with the same rules of valuation, and the basis of 
consolidation and the treatment of transactions between 
member companies of the group should be disclosed. 

An explanatory note to this section of the draft statute 
reads as follows: 

‘The whole question of preparation of group accounts is 
still under active discussion [June 1970] and there is stili a 
long way to go before the relevant management techniques 
are fully developed. At present there are no regulations in 
most of the member states regarding the preparation of group 
accounts. This statute accordingly lays down no detailed 
regulations for preparation of consolidated accounts by 
SEs. This section contains merely a few general principles 
for preparation thereof and leaves the way open for develop- 
ments in theory and practice to be considered.’ 


Audit requirements 

As previously: reported in The Accountant (November 
18th issue) the proposed qualification for the auditor of 
an SE is the passing of a legally organized examination, 
coupled with authorization in a member state to act as 
auditor of the annual accounts of limited companies whose 
shares are quoted on a stock exchange. Auditors would also 
be required to be completely independent of the manage- 
ment of the SE, and to act on their own responsibility. 
The explanatory note at this point recognizes ‘the difficulty 
that accountants’ qualifications in the member states are 
not the same, nor do all of them have a professional 
institute of accountants established by public law by way of 
safeguard. These discrepancies can be removed only by har- 
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monizing the existing rules and practices in member states’. 

The powers and duties envisaged for auditors are 
broadly comparable with those in section 14 of the United 
Kingdom Companies Act 1967, save that the auditor would 
be specifically required, if he has no objection to make in 
respect of the annual accounts, to ‘certify them without 
qualification’. Should the auditor find it necessary to 
qualify or withhold his certificate; the circumstances must 
be expressly expla-ned. (The use of the word ‘certificate’ 
rather than 'report' in this context may be regarded as a 
translating discrepancy.) 

The general provisions of the proposed statute as to 
formation, administration and rights of shareholders 
within an SE introduce no particular surprises, except 
for the introduction of Continental concepts of the 'super- 
visory board’ and employee representation, with which 
United Kingdom practitioners may not be familiar. 

The United Kingdom concept which most closely ap- 
' proximates to separation of the functions of the ‘super- 

visory board’ and ‘board of management’ of a European 
company is the distinction between non-executive and 
executive directors, although the latter is not, of course, 
in any respect a statutory requirement. Within an SE, 
members of the board of management would be pre- 
cluded from sitting on the supervisory board of the same 
ог any other company, and the consent of the supervisory 
board would be required for any disposal, merger or change 
in the nature of the company's undertaking. Only 'natural 
persons' (that is, excluding artificially created legal corpora- 
` tions) would be eligible as members of the supervisory board; 
they would be elected by the general meeting for a term not 
exceeding five years, and would be eligible for re-election. 
Representation of the employees of an SE is envisaged 
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through the medium of a ‘European Works Council’, to 
be elected by the employees in each of the company's 
establishments. If the works council considers it necessary 
to consult one or more experts for the proper discharge of 
its duties, the board of management would be required to 
make available to the experts, free of charge, all docu- 
mentaticn necessary for their work save where this would 
be serioisly inimical to the interests of the company. 
The SE would also bear the operating expenses of the 
works ccuncil including the cost of consulting experts. 


Joint discussion 


The bozrd of management and works council would be 
required. to meet at regular intervals for joint discussion, 
and dec:sions affecting such matters as recruitment and 
promoticn, remuneration, industrial safety and hygiene, 
hours oi work and holiday entitlements could be made 
by the Eoard of management only with the agreement of 
the works council. There is also a suggested procedure for- 
the гезолшоп by arbitration of disputes arising between 
the works council and board of management. 

Speciel provisions for the taxation of European com- 
panies, i is thought, must be ruled out, as they could in 
theory oaly be more favourable than individual regulations 
now prevailing. This would create new sources of dis- 
tortion end discrimination, which would be detrimental 
to free and effective competition and inconsistent with 
fiscal пех trality. 

It is azcordingly proposed that the tax regulations now 
prevailinz should apply to European companies just as to 
other companies. For the purposes of taxation, the SE 
would be treated as resident in the member state in which 
the centre of its effective management was located. 


Managing Financial Risk 
in Multinational Operations 


ECENT troubles in the world currency markets have 

served to highlight some of the problems of funds 
provision and management in international companies. 
How the present currency problems are resolved and inter- 
nal controls exercised by the emerging nations will have a 
profound influence in the financial strategies of such 
businesses. 

Until a few years ago, monetary uncertainty was con- 
sidered by business men basically in terms of whether or 
not a particular currency would be devalued. Whilst parity 
changes may have been significant in terms of size, they were 
relatively few in number and perhaps more predictable. 

The present situation of floating exchange rates and 
increasing intervention by national governments in port- 
folio and direct investment, access to local sources of funds 
and repatriation of earnings presents a much more sombre 
picture for the financial controller. 


Future shape of the monetary market 

In an article entitled ‘Financial Risk in Multinational 
Operations’ (Columbia Journal of World Business, Septem- 
ber/Octcber 1971) John H. Watts sets out some of the 
changes -hat he foresees and possible strategies that can be 
adopted to meet the new conditions. The questions that 
should ke considered by financial controllers include the 
likely duration of the floating rate system, whether there 
will be a return to major changes in fixed parities putting 
foreign s.ibsidiaries at risk, whether the dollar will continue 
to be the dominant currency, what are the implications of 
Britain's entry into the EEC for currencies and access to 
funds, amd so on. 

The ability of the Eurodollar market to continue to grow 
(The Accountant, October 28th), must also be brought into 
question. Its relative size when compared to the national 
money and credit systems renders it susceptible to national 


1 


December-9th, 1971- 


ACCOUNTANT 


Meat some prosperous members of the. Shield Factors’ ‘Cash Flow Club’ 


The Designing Duchess 








JUNE 
(ава 


Designing the clothes and running her 
own fashion factory arë more than” ~ 
‘enough for any woman, as Celia ` 
discovered. 
Celia, Бе АЕ known as ‘the | 
Designing Duchess’ because of her 
brand name, has now freed herself from 


recurring financial headaches — and her . 


staff from burdensome book-keeping - 
all by using the modern financial 
technique of credit factoring, as applied 
by Shield Factors Ltd. ` 


This is how it works 


Shield Factors pay Celia cash for her ` 
account-approved sales and take all the 
credit risk. They provide her with a 
guaranteed in-flow of money every 
month, the amount being dependent on 
the volume of her company’s sales. 
"Thus, bad debts are abolished and-- T 


, that for gallantry?" 


' certainty. There are no account 


collection costs because there is only one 
account – Shield Factors. This cuts 
ledger-keeping expenses, does away 


with account rendering and frees staff 


for really productive work. 
Shield Factors also provide cash 


.before payment is due, thus making 


available forthe clients use a most 
valuable asset. 
Celia knows too that Shield, being 


" independent, can complete negotiations 


speedily, and that all their clients’ 
problems and requirements receive 


"equally prompt treatment; . 


- You'll be meeting other members of 
the ‘Cash Flow Club’ in these pages. 


-They assemble, in spirit only, at Shield 


Factors ~ the Free House ~ and are a 
wise and goodly company. To obtain all 


-the advantages of membership for 


money keeps arriving regularly and with yourself, here's the first step to 








` Sheis delighted that “Shield Factors | 
keep sending me money, and have 
abolished my bad debts! How's 


becoming a Shield Factors' client. 


Details of Shield service are . 

given in this booklet ‘Credit 
у Factoring’ ,a copy of which 
- is waiting for you. 

Write or phone (asking for 

the Development Manager) 

and it will be sent to you 

Љу return. 


SHIELD FACTORS LTD 


owned by N. M. ROTHSCHILD & SONS LTD 
_ ANGLO-AFRICAN SHIPPING CO (SA) LTD 
C. T. BOWRING & CO LTD 
EAGLE STAR INSURANCE СО LTD 
INDUSTRIAL & COMMERCIAL FINANCE 
CORPORATION LTD 
KLEINWORT BENSON LTD 





Plantation House 
Mincing Lane,London EC3M 3LE 
Phone 01-623 370X 
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You’re the person who's likely to be 
consulted before a bequest 15 made. 
And if yourecommend the Red Cross, 
there's one thing you can be sure of — the 
money will be well used. : 

It'llgoto help the sick or disabled. 
To man first aid posts. To help at child 
welfare or other clinics. \ 

To administer old people’s clubs. 
To assist hospitals by training auxiliary 
nurses and providing ward services. 


caring § doing 


MR A | 
The Red Cross know how to use a legacy. 


To errange holidays for the handi- 
capped and the old. Then, of course, there's 
the work we do worldwide. 

_ Wherever there’s earthquake, flood, 
famine or any other sort of disaster the 
Red Cross is there. Helping people in need. 

Please remember these things. 

. Because when yourecommend the 
British Re Cross Society to your 
clients, you can be sure the money will 
be well use. | 


The British Red Cross Society, 9 Grosvenor Crescent, London SWIX 7EJ . Tel. 01-235 5454. 
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control, and the question is posed as to whether borrowings 
will be refundable in that market. 

The internationalizing of the finaricial institutions them- 
selves has been a distinctive trend in recent years. Not 
only has there been an extension by national banks into 
other countries, but this has also been paralleled by the 
creation of a variety of international consortia of financial 
institutions. This may have long-term implications for 
corporate relationships with individual institutions. 


Financial problems 

Estimates suggest a fast over-all growth in international 
sales and investment, unless, of course, current problems 
arrest and reverse that trend. The corporate expansion in 
international trade and investment will pose major financial 
problems. These will largely stem from the political res- 
· ponse to the increasing strength of international corpora- 
tions. Their ability to influence the national economies of 
the countries within which they operate is likely to be 
severely constrained. 

The international companies are also centred in de- 
veloped countries and this further concentration of econo- 
mic strength will raise problems in relation to the under- 
developed countries. The host countries may find the 
international company one of the easiest targets in the 
process of increasing its share of the world's wealth. 

'The heart of the problem is that monetary rules have 
been designed for an era where the accent was on trade, 
whereas the major problems in the future will be based 
upon international investment and production and the need 
to accommodate capital flows. Mr Watts believes that the 
IMF will survive, but in a modified form, and that the 
dollar will remain the dominant currency for private trade. 
However, the policies adopted by the enlarged EEC may 
have a profound influence, and particularly the way that 
the narrowing of parities between EEC members may have 
world-wide repercussions. 


Corporate financial strategy 

There are three main prongs to the corporate response 
to the possible changes in the international climate. These 
are: 

(1) To have a greater say in international institutions and rules. 

(2) Setting up strategies for managing potential currency risks. 

(3) Plan to use additional local financial resources for each 

foreign operation. 
These will be backed up by the recruitment of sufficient 
expertise within the company to plan and support the 
strategy adopted. 

Greater say in financial institutions. 'Yhe international 
companies' case has gone by default through the lack of 
fully researched advocacy in councils considering monetary 
systems, tax policies, economic policies, and so on. То cor- 
rect this a new status of international corporate citizenship 
is advocated. 

Strategies for managing potential currency risks. The 
comprehensive nature of international operations today 
is reflected in the increasing complexity of the financial 
management skills required. 

In today’s climate these include: 

(a) cash control and mobilization; 


(6) collection and payments systems; 
(c) short-term investment management; 
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(d) long-term borrowing; 

(е) bank borrowing; 

(f) commercial paper; 

(g) trade financing; 

(A) pensions; 

'(2) insurance; 

(1) tax and regulatory planning and compliance; 

(А) investor relations; 

( long-term planning; 

(m) foreign exchange and assets risk management; 

(n) credit evaluation. 

Within this framework of functions, the finance staff will 
be required to predict and plan for changes in foreign 
markets and operating conditions. The plans evolved would 
include setting up steps to manage the possible risk areas. 
These would be concerned with tbe minimizing of the risk 
potential and, where it is significant, to deal with the 
policy decisions in accounting and tax choices. Management 
must also consider at what level of risk it will deem it 
prudent to spend corporate resources to try and reduce 
the risk. 


Local financial resources 


Use of local financial resources will help to minimize the 
risk potential. The financial flexibility inherent in such 
a policy will also be useful in combating currency and 
capital controls. 

'The effective use of local finance requires, however, 
effective knowledge of local markets and therefore the 
maintaining of competent staff on the local payroll. Where 
the company operates in numerous overseas countries, 
this will pose questions of dispersion of skills and decen- 
tralization of decision-making which may conflict with the 
need to manage the enterprise as a unit, and add consider- 
ably to the cost of managing finance. This latter problem 
might be avoided by making increased use of the inter- 
national financial consortia mentioned earlier. 

A useful checklist of how effectively international banks 
are used, would include the following: 

(a) Do we understand what each institution can really do well? 

(b) Are the areas of expertise not covered in the company 

specifically assigned to individual institutions? 

(c) Are forward plans monitored to see what additional expertise 

is required and provision made for its acquisition? 

(d) Are the individuals in the institutions on which the company 

depends known to the finance staff? 

(e) Do we have sufficient internal expertise to evaluate the 

advice offered by institutions? 

(f) Are the institutions aware of our objectives, policies and 

problems? 

(g) How often does an institution initiate suggestions about our 

problems before they develop? 


Conclusion 


International operations are likely to be subject to much 
greater changes and stresses than in the past. Because of 
the increasing importance of international operations for 
many companies, this implies the need to strengthen 
considerably the financial skills to cope with the difficulties 
likely to be encountered. 

A new appraisal of how the company stands in relation 
to the international institutions, national governments, 
and the people upon whom it is dependent for advice is 
overdue in most cases, and corporate stability may be linked 
much more closely with the adequate analysis and manage- 
ment of currency risks. 
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Developed and Developing 


Countries 


Tax Treaties and Incentives 


by H. W. T. PEPPER, O.B.E., B.Sc.(Econ.) 


The recognition of ‘tax-holiday’ exemptions in developing countries by tax-sparing 
provisions in their tax treaties with developed countries is only one part of the larger problem 
of making income tax incentives granted by one country effective in any other country 


which has the right to tax the relevant income. 


Few countries, either developed or developing, are without tax incentive legislation. It is 
probably true to say that no two countries compute income tax on the same income іп 

the same way if one takes into account the different methods of treating reserves, 

computing depreciation, valuing stocks or inventory, allocating expenses and so on. A 
‘perfect’ system of avoiding double taxation by tax credits can, however, only be constructed 


in the context of entirely compatible tax systems. 


HE effect of ‘Common market’ and ‘Free Trade Area’ 

groupings on taxation is normally in the direction of 
harmonization of tax systems within the groupings and 
on a world-wide basis the work of such bodies as GATT, 
the United Nations Expert Group on Тах Treaties, the 
Customs Co-operation Council, the CIAT and the IFA 
tends to have a similar harmonizing effect, if only by the 
dissemination of information and experience and .by 
facilitating co-operation between tax departments. 


‘Tax-sparing’ 

The extreme position is represented by the issue of ‘tax- 
sparing’ — a developing country gives total exemption 
from income tax of the profits, and dividends payable out 
of those profits, attributable to a pioneer enterprise whose 
headquarters or parent is in a developed country: does the 
‘developed country ‘match’ or ‘recognize’ the sacrifice of 
revenue in the developing country by allowing the notional 
tax to rank for relief as if it had been paid in the ordinary 
way? It is well known that at present, inter alia, Britain and 
other developed European countries do provide tax-sparing 
relief and the United States does not. 

“Тах holidays’ are, however, merely the extreme case. A 
developing country (and the device was in fact initiated in 
developed countries) may use the incentive of ‘enhanced 
depreciation’ instead of tax holidays. If the depreciation is 
generous enough the effect will be to confer a ‘holiday’ 
in the sense of a deferment instead of a forgoing of tax 
which may, however, be broadly similar in cash flow terms. 
Obviously the possible permutations from depreciation 
régimes which confer virtual exemption to those which are 
merely slightly more generous than those of the investing 
country are infinite, but the principle involved is the same. 
Countries normally make their own tax computations of 
foreign income and do not accept the computations made 
by the foreign country where the income arises — which of 
course will be made by that country in aecondante with its 
owh tax laws. 

Where the profit or income as diuine by the invest- 


ing country is higher than that determined in the foreign 
country because of some foreign provision intended as an 
incentive, however slight in form, there is strictly a need for 


'tax-sparing so 'that the purpose of the incentive is not 


thwarted. 


"Tax-shadowing' 


Discussion of tax-sparing, however, is usually restricted 
to the particular case of tax exemption or partial exemption. 
It is submitted that discussion can only be meaningful if 
conducted in the wider context of all manner of special tax 
provisions which result in a lower tax bill in a тн 
country than in the investing country. 

What is required, ideally, therefore is not a narrow tax- 
sparing provision but a ‘tax-shadowing’ régime where the 
investing country which is exporting capital, know-how, 
and technical and managerial skills is prepared to grant 
relief such as will ‘shadow’ or duplicate the tax provisions 
of developing countries where these are (a) of a reasonable 
nature and (6) are limited in time. This proposition requires 
a discussion of tax incentives in general (which appears in a 
separate section below) and a consideration of what is a 
reasonable time span. 

Clearly a 99-year or 199-year period of tax exemption 
(examples of which may be found in the developing world) 
would not be reasonable. Probably a limitation to five years 
in the case of outright tax exemption would be favoured by 
some investing. countries but there are already examples of 
longer periods, e.g., ten years being adopted in treaties. 
In general, however, the more moderate the special relief, 
the longer would be the time span required. 

If there could be some movement towards a tax-shadow- 
ing régime by investing countries, some help could be given 
by developing countries in reaching an agreed position by, 
for example: (e 

(а) avoiding tax-competition by out-bidding each other with 

unnecessarily generous -tay incentives, which may in any 
event become self-defeating; 


(b) shifting where possible to forms of incentive, which, 
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while giving equivalent relief in substance, are of a kind 
more easily ‘matched’ or reconciled with typical laws 

_ in investing countries. 

Attention will be focused in these notes on the main 
types of income tax incentives to ‘pioneer’ or infant 
industries, often accorded ‘by developing countries to 
encourage industrialization. 


‘Tax holiday’ 


The expression ‘tax holiday’ is used in two senses. Some 
countries levy income tax a year in arrear, i.e., a new source 
commencing in year 1 will not be assessable until year 2 
and the tax on year 1 income will not be payable until year 
2, or in practice perhaps until year 3. The same time-lag 
applies (statutorily) throughout the existence of the source 
and may result in tax being payable the year after termina- 
tion or else in two years' tax being payable in the terminal 
year. This type of ‘holiday’ is not that which gives rise to 
tax-sparing and is referred to further below. 

A tax holiday for new or pioneer industry is usually 
defined as available to enterprises undertaking entirely new 
industries or increasing industrial capacity in fields where 
there is inadequate existing capacity. 

It is usually a technical feature of tax-holiday exemption 
legislation that in computing the profits to be exempted, 
no account is taken of depreciation during the holiday 
period. Either the depreciation allowances are computed, 
accumulated and ‘locked away’ for future use after the end 
of the holiday period, or else the depreciation ‘clock’ is 
stopped and only set ticking after the holiday when 
allowances on qualifying buildings and machinery are then 
computed as if these assets had been freshly acquired at 
that date. 

Although this deferral of depreciation seems, and actually 
is, very generous, the treatment has a certain logic since 
if it were not for such a provision the entrepreneur would 
be at pains to minimize his depreciation allowances, per- 
haps in some instances by delaying the delivery of certain 
machinery, or the building of factory extensions. The 
interests of the developing country, however, lie in the most 
rapid possible build-up of productive capacity and the 
usual form of tax-holiday incentive is conducive to such a 
development as the pioneer entrepreneur will be anxious 
to maximize his profits in the period when they are exempt. 
Some countries, e.g., Nigeria, Malaysia and Singapore, 
relate the length of the tax-holiday period (from two to 
five years) to the quantum of expenditure on qualifying 
assets, which gives a further impetus to rapid investment 
and development. is 

It must be said in passing that experience over a score 
of years and a re-examination of principles have shown 
that, of all incentives, tax holidays are the hardest to 
justify. If a new enterprise is successful and makes profits 
after depreciation, it may be argued that it does not need 
a holiday income tax exemption of those profits. If profits 
do not materialize the holiday would in any case be useless. 
Some new businesses (especially those of the blending, 
mixing, packaging and assembling, import-substitution 
type) become profitable immediately. Other new enter- 
prises which employ complex manufacturing processes 
may take several years to become profitable so that equality 
between different tax-holiday cases may be distinctly 
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lacking. The less meritorious may in fact obtain a greater 
tax advantage than industries likely to be of greater long- 
term benefit to the country. 

Tax holidays are often combined with other incentives. 
For example a new industry may be permitted to import 
raw materials free. of customs duty and be free of excise 
duties or sales taxes on its products, while competition 
from equivalent foreign products is prevented by a tariff. 
Where an enterprise is thus, in effect, presented with a 
protected monopoly situation it is virtually certain to be 
profitable and it is not usually appropriate or necessary that 
a government, having as it were.guaranteed a profit- 
making facility to an entrepreneur, should also gild the 
gratuitous lily by exempting those profits from tax. 


Depreciation incentives 


Depreciation incentives fall into two groups, accelerated 
depreciation and enhanced depreciation; the former may 
be described as a cash flow incentive. By concentrating 
depreciation allowances in the early years of life of an 
asset, profits may be artificially reduced or wiped out in the 
early years of a new enterprise. In a sense, no tax is given 
up in the long-run but for government budgetary purposes 
the short-run effect is the same as an exemption or holiday. 
The acceleration may be achieved by granting special 
initial allowances in addition to depreciation percentages 
computed at realistic rates, or the percentage deductions 
may be increased arbitrarily to achieve a faster write-off 
than is justified by actual wear and tear. 

A moderate initial allowance may sometimes be justified 
on the grounds that a considerable drop in value takes 
place early in the life of an asset, on its conversion from 
‘new’ to ‘second-hand’ status as soon as it is acquired and 
used. 

Enhanced depreciation means granting allowances which 
in total exceed 100 per cent of the value of the asset. In 
discounted cash flow terms some enhancement can be 
justified on the grounds that adequate recognition for 
current expenditure on assets is not accorded by future 
allowances which in total are exactly equal to the 
expenditure. 

'The extreme case is where a currency is depreciating at 
an exceptional rate in which case it may be necessary for 
the income tax law to permit assets to be written up each 
year for the purpose of calculating depreciation in terms 
of newly-depreciated currency. Once it is admitted that 
such an adjustment is reasonable in the particular cir- 
cumstances (even though it is not necessary in the investing 
country where the profit calculation is made in terms of 158 
own, more stable, currency) the principle of depreciation 
enhancement in general is admitted even though most 
developed countries are unlikely to adopt the principle 
in their own tax laws. 

Apart from the special case of percentage write-ups in 
currency devaluation cases, which will normally be related 
to the rate of devaluation, enhanced depreciation may either 
be given by allowing a special ‘investment’ or other 
deduction in addition to normal orthodox depreciation or 
the ordinary depreciation allowances may be enhanced by 


1 Some countries start the tax-holiday ‘clock’ not when factory produc- 
tion commences but when ‘commercial quantities? are produced, but 
this modification is of limited usefulness in practice. ree 
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a flat percentage addition. Moreover, the enhanced allow- 
ances may also be granted in such a way as to incorporate 
an element of acceleration. 

The foregoing paragraphs relate to depreciation allow- 
ances which are related to actual depreciation even though 
the allowances may be ‘accelerated’ or ‘enhanced’ or both. 
In the case of mineral deposits, it is usual to grant depletion 
allowances related to the value of the deposits and the rate 
at which they are exhausted where the entrepreneur owns 
the deposits (in other cases of course the royalty payable 
is deducted in computing the profits from extracting 
the minerals). Sometimes what may be called unrelated 
depletion allowances are granted and since these continue 
without reference to actual depletion they amount, in 
effect, to a special tax régime for mineral-producing enter- 
prises. In practice, many countries are now establishing 
special régimes for producers of oil and other minerals 
which are embodied in agreements outside the ordinary 
tax laws. Accordingly it is proposed to exclude the taxation 
of mineral operations from the scope of these notes. 


Free depreciation 


The concept of free depreciation is that the taxpayer is 
authorized to choose his own pattern for the depreciation 
of his qualifying business assets. At the minimum this 
system may do no more than permit the convenience of 
the depreciation provisions in the taxpayer’s balance sheet 
being adopted without adjustment for tax purposes. At 
the other extreme the entrepreneur would be permitted 
to write off the cost of qualifying depreciable assets as soon 
as he acquires them (which, broadly speaking, would 
eliminate considerations of enhancement allowances and 
of course of accelerated depreciation). Clearly if ‘free 
depreciation’ were adopted as a system by investing coun- 
tries? in respect of foreign operations by their own tax- 
payers it would enable full tax-shadowing of all forms of 
accelerated depreciation adopted in developing countries. 
If, in addition, the principle of enhancement of deprecia- 
tion in the case of foreign enterprise could be accepted in 
principle the way would be clear for the establishment of 
scales of acceptable enhancement computed on DCF lines 
with a consequential further moving together of the posi- 
tions of developed and developing countries. 


Other variants 
Cash basis 


Although normal internationally-accepted accountancy 
practice is to tax profits on an accrual basis, i.e., with 
respect to sales, and purchases and expenditure incurred 
instead of on a ‘cash’ or receipts and outgoings basis the 
‘cash’ basis is accepted in some countries and in some 
circumstances but rejected in others. This dichotomy can 
lead to wide variations in computed profits in the short 
run. In double taxation matters it is usually the short-run 
which counts, because income tax is computed year by 
year and it is still comparatively rare — and in any case 
often an administrative nuisance — for tax liability for a 





? Tt is noteworthy that the new depreciation régime in the U.K., providing 
for an 8o per cent allowance in year 1.and for deferring all or part of the 
allotvance at the taxpayer's option goes a long way towards enabling the 
U.K. to ‘shadow’ the corresponding allowances in the developing 
country. ES 
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particular уеаг:ќо be held in suspense for a number of 
subsequent years. | 


Stock and inventory _ 


There are various different methods of valuing stocks of 
merchandise, spare parts and the like, which may result 
in material differences in computed income. “Not all 
methods of valuation are at present generally accepted and 
there is probably scope, where the method adopted cannot 
affect the quantum of profit computed over a long term, 
for liberalizing the recognition of such methods in the case 
of enterprises in developing countries. 
The main methods encountered include the orthodox : 
valuation of items at cost or. market value whichever is 
less. The sub-divisions of this method comprise the 
application of the choice item by item, and the ‘global’ 
valuation of all items at market value or cost without 
exceptions or exclusions. Ín the case of bulk stocks the 
alternative methods of FIFO and LIFO provide scope for 
material computation differences. On the other hand, 
methods in this sort of category are probably well within 
the bounds of general acceptance whereas such devices as 
general stock reserves not related to market trends or 
replacement cost would probably be unacceptable inter- 
nationally and, generally speaking, domestically as well. 


Pressures on developing countries 


Entrepreneurs willing to set up enterprises in developing 
countries sometimes press extreme demands upon the 
host country for tax and other concessions that will 
maximize profitability and minimize tax liability. Such 
entrepreneurs may profess that they must obtain 100 per 
cent on their capital investmerit within five years on the 
assumption that because of political uncertainties they must 
be prepared for expropriation of their investment without 
compensation after that time. Such views are freely ex- 
pressed but are not really tenable in present conditions. 
There have been cases of ‘pioneer’ enterprises, consisting 
largely of mixing or blending operations rather than true 
manufacturing where the entrepreneur has taken ad- 
vantage of tax incentives in one country for the maximum 
period and then transferred all or most of the operation 
to a neighbouring country to start again with a fresh batch 
of incentives. 

Clearly there is scope for developing countries to come 
together, possibly under UN auspices, to agree upon a 
common front regarding the type and quantum of incen- 
tives to offer. Incentives cannot in general alter economic 
realities and developing countries cannot but benefit 
financially by avoiding unnecessary generosity to ‘pioneer’ 
or other enterprises. 


Tax holidays and tax deferrals 


The system operating in a number of developing countries 
whereby income is assessed a year or more after it arises is 
sometimes referred to as a ‘one-year tax holiday’. Where the 
tax paid in year 2 is clearly described as the tax for year 1 
income no difficulty arises in obtaining a tax credit when the 
same income is assessed in the other treaty country even if 
that country employs a different basis of assessment. Tax 
deferral may also arise but present no particular adminis- 
trative difficulty when profits are accumulated in a foreign 
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subsidiary and paid out in dividends a few years 
later, even where credit is to be given for the underlying 
tax. 

Since incentives may often be most important for their 
cash flow consequences any continuing impasse regarding 
the granting of tax-sparing relief by countries which at 
present feel unable to grant it might be by-passed by a form 
of tax deferral: relief which at present only operates in- 
directly through the effect of depreciation reliefs. If a 
developing country employed a flexible portfolio of in- 
centives to produce broadly the same substantive effects 
in different forms, one of these forms might be a straight 
tax deferral not from year 1 to year 2 as noted above but 
for a period of say three to five years. Tax would be com- 
puted annually but made payable only at fixed future 
dates which would give substantial ‘holidays’ without 
abandoning the tax due. There would still be a substantial 
tax flow benefit even if the developing country went further 
and set dates for gradually accelerating payments in the 
year after year 5, e.g., to collect the tax for years 1 to 10 
over the years 6to 10, or that for years 1 to 15 over the period 
of years 6 to 15 by collecting the new tax currently and 
and the old tax by instalments. 

While there will undoubtedly be difficulties for develop- 
ing countries in altering the emphasis of tax incentive pro- 
grammes (there will, for example, be ‘pipeline’ cases where 
letters of intent have been issued under old tax régimes) 
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the difficulties of developed countries in pursuing more 
liberal policies under double tax treaties with the developing 
world must also be mentioned. 

Where a developed country has special reliefs for its now 
less developed regions it is, perhaps, a reasonably logical 
development to extend or modify such reliefs for applica- 
tion to enterprises carried on, or investments made, abroad. 
Where, however, the principle of domestic tax equality 
is administered rigidly there will obviously be difficulty ' 
in obtaining political acceptance for a new philosophy. 


Recommendation 


There is clearly a great deal of scope for the UN and other 
international bodies to play a continuing part in working 
out the ground rules of what incentives and what tax 
régimes are reasonable and worthy of iriternational recog- 
nition. The problem obviously cannot be solved by a few 
spasmodic ad hoc meetings but will require the attention 
of a more permanent commission. ; 

In a sentence, the ultimate need seems to be for a sort of 
GATT for income tax, possibly a GATIP (‘General 
Agreement on the Taxation of Income and Profits’). 
The role of the UN or international commission would be 
to formulate general principles of acceptable practice with 
suitable GATT-style modifications or relaxations for 
developing countries, and then collect as many signatory 
countries as possible. 








Taxation 
Case 





Doctor's Cave Bathing Club (Fletcher) v. 
Jamaica Commissioner of Income Tax 


In the Privy Council ~ October 6th, 1971 


(Before Lord Guest, Lord WILBERFORCE and 

Lord SIMON or GLAISDALE) 

Income tax — Members! Club — Owning bathing beach — Ordinary 
members — Hotel members – Latter paying subscriptions based on 
number of guests — Both classes of members having proprietary 
rights — Each hotel member having one vole only — Whether 
mutuality principle applicable – Whether club also trading with 
hotels — Whether appeal to Her Majesty in Council competent 
— Jamaica Income Тах Law 1954 (No. 59) – Constitution of 
Jamaica, section 110 (1) (a). 

'The appellant club, owning a bathing beach in Jamaica was 
at first an ordinary members club, to which members paid 
subscriptions and enjoyed the right to bathe. Anyone other than 
a merober had to buy a ticket from the club. For convenience 
blocks of tickets were bought by the local hotels and re-sold 
at the same price to their guests. In 1956 some of the hotels 
arranged with the club that a class of ‘hotel members’ should 
be created. 'The hotel members paid subscriptions based on the 
audited house count of their resident guests, and the latter were 


entitled to the use and amenities of the club. In 1963 the rules 
were amended so that each hotel member was given the right 
to one vote; and hotel members paid an annual subscription of 
£1 10s (the same as the ordinary members) in addition to the 
aggregate amount based on the audited house count. 

Thus at the material time there were three classes of members 
of the club; (1) ordinary members paying £1 105 (or £3 for 
family membership); (2) visitors who bought tickets themselves; 
(3) hotel members paying a subscription of £1 105 plus 25 per _ 
guest on the audited house count. Guests in member hotels 
paid nothing to the club. Ordinary members subscriptions came 
to £1,365, hotel members subscriptions were £8,252, visitors 
paid £4,958. There were only three or four hotel members. 

The club was assessed to income tax in the sum of £472. It 
was contended for the club that the club remained a members 
club despite the creation of hotel members; that the latter were · 
full members of the club: that the fact that they were individu- 
ally engaged in trading did not affect the nature of their interest 
in the club; and that the club was exempt from income tax on 
the mutuality principle. 

Held: the fact that the hotels were described as members 
and had rights of the same kind as other members had was пої. 
decisive; after the alterations in 1963 the hotels, besides being 
members of the club, continued their previous relationship with 
the ordinary members, namely, the making of a trading payment 
based upon the number of visitors to the hotels; the addition of 
membership to that trading relationship made no difference; 
and the mutuality principle was not applicable. 

Their lordships also decided that the club had no right of 
appeal to Her Majesty in Council pursuant to section 110 (1) (a) 
of the Constitution of Jamaica, because the 'matter in dispute 
was the amount of tax in question, namely £145, and not the 
£1,720, the amount of the trading receipts brought into charge 
to tax. Their lordships advised Her Majesty, however, that a 
petition for special leave to appeal should be granted, and then 
proceeded to hear the appeal on its merits. 
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BSA — Yet Another Lame Duck 


OLITICIANS have to live with their words rather than 
by their words. One politician's ‘Pound in your pocket’ 
is another's ‘Lame Duck’. Politicians may claim that they did 
not say the words that are repeatedly thrown back in their 
teeth, that if they did say them the context in which the words 
were ‘said has been entirely overlooked and that circumstances 
alter cases, times change and all the rest of it. But the words 
stick. 
This, of course, is why double talk is the politicians’ stock- 
in-trade. То go beyond the stock-in-trade and to attempt to 
say something positive, something that can be only translated 


one way, is to court if not political disaster then at least no 


end of a battle to avoid it. 

No sooner were the lame ducks not going to be helped than 
one after the other the lame ducks prove to be special lame 
ducks: Rolls-Royce ducks or Upper Clyde Shipbuilders ducks 
or International Computers ducks or Giro ducks. These are 
the ducks that Government needs to offer anything from a 
crutch to a full working set of artificial limbs. 

There are others which can be expected to look after them- 
selves and The Birmingham Small Arms Company is one of 
them. The accounts which form this week's reprint are the 
accounts of a very lame duck indeed. BSA is ‘special’ in that 
it is a motorized lame duck. 


Selling assets · 


BSA fell down largely because the motor cycle division got 
out of hand. It did the preponderance of its business in the 
United States and there it failed to put the right products on 
the market at the right time so that its costing and its manage- 
ment fell to pieces. There were other reasons for the BSA 
plight but the motor cycle division was the main one. The 
other major reason was the sale of the company's machine tool 
division to Alfred Herbert in exchange for Alfred Herbert 
shares. 

The machine tool industry is in a bad way but at least a 
machine tool division losses have some future-tax alleviation 
worth. The absence of any dividend from a trade investment 

` has no such worth and neither has a headlong fall in the worth 
of that investment. Now, the BSA situation is that assets are 
having to be sold in order to keep alive the main-motor cycle 
division which caused the trouble. 

Since the balance sheet date the investments in Alfred 
Herbert and Sealed Motor Construction have been sold and 

: the valuations placed on them in the balance sheet represent 
the sums subsequently realized. 

With considerable restraint, Lord Shawcross, who was 
brought in as chairman at the behest of BSA's bankers, opens 
his statement to shareholders by recording that owing to the 
resignation of Mr Eric Turner, F.c.a., he has to write а fore- 
word to the annual report within five days of assuming the 
chairmanship. He refers to ‘a sad story’ and to contributing 
'errors in management, and to 'bitter lessons' learnt and 
*unjustified hope'. 


£425 million provision 


In*the directors' report the turnover and operating results 
are chronicled thus: 


Turnover 
{coo 
Motor cycles “8 26,762 
Metal components and light engineering | 13,511 
£40,273 

` Result 

. £ 

Motor cycles — loss 2,871,793 
Metal components and light engineering — profit 488,255 
2,383,538 
Interest charges 632,788 
3,016,326 
Investment income 237,860 
` Group trading loss before exceptional items £2,778,366 


Excepticnal items totalling £1,503,531 are fully identifiable 
but the auditors and also the directors admit that the £4,250,000 
provided for future costs of factory and product rationalization 
in the Mozor Cycle Division cannot accurately be assessed at 
this stage. Lord Shawcross says ‘it is believed that the provision 
is adequat?' and the directors’ report states that the figure 
'represents the best estimate, prepared on a conservative basis 
and in consultation with our professional advisers, in the light 
of information as now known'. 

The sum consists of estimated future costs of factory and 
product ra-ionalization including the consequent losses which 
will arise from the disposal of stock and plant no longer re- 
quired and. also the cost of redundancy. 


Raising finds : 


Of the increase of some [6:5 million in the motor cycle 
division's szocks during the year, £2:5 million was a planned 
increase to take into account the effect of inflation and the 
abnormally low stocks at the previous year-end. The remainder 
is largely accounted for by higher than normal factory stocks 
and work in progress as a consequence of the division's inability | 
to complete finished machines in time for the peak selling 
season. | ` 

On November 181, shareholders approved an increase in the 
company's »orrowing powers and the granting of security in 
favour of Earclays Bank and the Export Credits Guarantee 
Department From these sources {10 million is being made 
available Биг this falls £5 million short of the group's estimated 
peak need. Sale of the Sealed Motor Construction shareholding 
raised £2 million and at the time Lord Shawcross wrote his 
report it was expected that the balance would be obtained 
from the sale of most, if not all, of the Metal Components 
Division. 

Sale of this division will leave BSA with BSA Carbodies 
where prospects are considered ‘excellent’, a Heating Division 
making and selling oil-fired boilers and central heating equip- 
ment, and the Birtley materials handling, plant and steel 
fabrications -oncern. 

It remains to be seen whether the lame duck of the motor 
cycle division proves worthy of the expensive crutch given it 


THE 
December 9th, 1971 


by the sale of profitable interests in the group. The current 
year in motor cycles will be dominated by reorganization and 
transition, including the close of the original Small Heath works, 
and no forecast of the year’s outcome can be made. 

' Naturally, it is believed that benefits of reorganization will 
be apparent during 1972—73. Whether Lord Shawcross will 
then still be chairman is doubtful and rarely has a brand new 
chairman so forcefully prepared his early departure. 

Lord Shawcross admits an obligation to do what he possibly 
can to help the company. ‘I am’, he adds, ‘also busy in other 
directions and by no means young, and I am sure that as soon 
as the company has got over the hump of its present difficulties, 
or perhaps even sooner if a suitable man can ђе found, a younger 
man should take my place on a more permanent basis. At the 
same time, if not before, alterations will be made in the structure 
of the board so as to fit it better for the promotion of maximum 
efficiency in handling the tasks which lie ahead'. 


First Finsbury 


OME qualifications to auditors’ reports cause surprise, 

others cause shock and others still are merely inevitable. 
In the inevitable category are the qualifications to the report 
of Blease, Lloyd & Co on the accounts of First Finsbury Trust, 
the finance organization which formerly had close associations 
with the Vehicle and General Insurance Co. 

The auditors are unable to express an opinion as to the 
adequacy or otherwise of provisions of £175,000 made against 
debts amounting to £344,126. They are unable to form an 
opinion as to whether a provision should have been made 
within the accounts for any loss arising from transactions between 


THE BIRMINGHAM SMALL ARMS 
COMPANY LIMITED AND SUBSIDIARIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
for the year ended 31st July 1971 





1971 1970 
£ £ 
Group Loss (1970 Profit) (note 1) 2,145,578 1,255,749 
Interest Charges (note 3) 632,788 434,691 
Group Trading Loss (1970 Profit) before Exceptional Items 2,778,366 821,058 
Exceptional Items (note 4) 1,503,531 3,045,390 
Provision for future costs of factory and product 

rationalisation in the Motor Cycle Division 4,250,000 — 
А 8,531,897 2,224,332 
Taxation (note 5) 245,739 162,121 
8,286,158 2,386,453 

Minority interest 121,549 | — 
8,164,609 2,386,453 
Dividends — Gross (note 6) 38,742 461,018 
Transfer from Reserves £8,203,351 £2,847,471 
Distributable Reserves at 1st August 1970 12,875,050 15,722,521 
Transferred above 8,203,351 2,847,471 
Distributable Reserves at 31st July 1971 14,671,699 £12,875,050 





NOTE: The above account is presented in the form proposed by the Institutes of Chartered 
Accountants as future standard accounting practice. The comparative figures have been 
re-classified into a consistent form. 


The notes on page [alongside] form part of this account. 
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THE BIRMINGHAM SMALL ARMS 
COMPANY LIMITED AND SUBSIDIARIES 
NOTES ON THE CONSOLIDATED PROFIT AND 
LOSS ACCOUNT 
1971 1970 
1 Group Loss (1970 Profit) is after crediting: : £ £ 
Income from unquoted investments, including 
amount added to gross-up income receivable 
for the underlying Taxation (note 237,960 244,335 
(Income from the 'B' Ordinary Shares in Sealed ин ===> 
Motor Construction Company Limited has been 
computed in accordance with the special rights 
attaching thereto) 
and is after charging: 
Depreciation 716,657 643,916 
Hire of plant and machinery 191,198 121,014 
Auditors’ Remuneration (The Company £16,275 | 
(£14,000)) 41,700 23,650 
Directors’ Fees 4,917 "8,845 
Directors’ other Emoluments 88,447 82,566 
— 3, —— 91,411 
Payment to a former Director on agreed 
termination of contract 35,518 — 
Pensions to former Directors — es Executives. 4,250 5,384 
2 The Chairman's emoluments amounted to 25,714 25,142 
' The number of other directors with emoluments — 
not exceeding £2,500 4 5 
exceeding £2,500 but not more than £5,000 1 1 
» £10000 , , »  »£12,500 1 1 
в £15,000 , n »  »f17,500 = 2 
"n £17,500 , 4, » — £20,000 2 == 
3 Interest Charges . £ £ 
Bank Loans and Overdrafts - UK 389,972 369,199 
= Overseas 210,906 2,736 
Short-tezm Overseas Bank Loan 20,041 29,265 
Overseas Mortgage Loan 10,167 10,761 
Other short-term Loans 1702 2,730 
£632,788 £434,691 
c = 
4 Exceptional Items | 
Adjustments relating to prior years — 386,130 
Balance of cost of reorganising motor cycle 
manufacturing and selling facilities during 1970/71 544,983 626,787 
Additional cost of terminating businesses sold or 
closed 114,733 196,263 
Amounts written off motor cycle stocks as a ў 
consequence of product rationalisation 843,667 у — 
Amounts provided to reduce unquoted investments ` 
to sums subsequently realised or to Directors’ 
valuation x 4 647,802 1,762,684 
Excess of purchase price of shares in subsidiaries 
over nett assets acquired — 79.526 
2,151,185 3,045,390 
Surplus on sale of Redditch factory 647,654 — 
£1,503,531 £3,045,390 
5 Taxation 
Corporation Tax Relief — 361,689 
Overseas Tax Relief (1970 charge) 289,583 444,582 
Tax on investment income (note 1) 95,184 123,228 
Surplus provisions of previous years 50,309 E 
Adjustment on disposal of investment 119,119 — 
: 125,589 206,121 
Tax Equalisation being tax on the nett difference 
between allowances for tax purposes and amounts 
charged in the accounts 120,150 44,900 
£245,739 £162,121 
6 Dividends 
Preference Stock — 5% ‘A’ Cumulative 10,157 10,157 
-6% "В' Cumulative . 28,585 28,585 , 
Ordinary Stock — 422,276 
£38,742 £461,018 
7 Balance transferred from Reserves . 
By the Company 7,436,923 2,789,103 
By Subsidiary Companies 766,428 58,568 
£8,203,351 £2,847,471 
—— LI 


8 Turnover, being the invoiced value of goods and services supplied to third parties in 
the normal course of business duririg the year, amounted to £40,273,000 (£38,295,000). 
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First Finsbury and Vehicle and General, and whether amounts . 


included for debtors and prepayments and creditors and accrued 
charges are correctly stated. 

The auditors also point out that the loss for the year to 
December 31st, 1970, has been stated after charging £128,807 
calculated by reference to the price per share realized on a sale 
of the major part of the V. and G. shareholding on April 16th, 
1971. This shareholding, it is stated, forms part of the trading 
stocks, and had the new basis of valuing stocks been applied, 
the loss for the year would have been reduced by £128,807 
and the value of trading stocks would have been increased by 
that amount. The current year’s accounts will be audited by 
Moore, Stephens & Co, whose appointment as auditors on 
the retirement of Blease, Lloyd & Co is to be Je proposed at the 
annual meeting on December 21st. 


Photo-Me 


HOTO-ME international’s business is the manufacture, 
operation and sale of coin-operated, automatic photograph 
studios throughout the world — those cubicles where you put a 
coin in the slot and get a picture that really does look like you 
if you had the courage to admit it. “Throughout the world’ 
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involves operation through subsidiaries in Germany, France, 
Japan, Australia, South Africa, Nigeria, the United States and 
the Bahamas, and leads naturally to accounting complications. 

The auditors - Allen, Baldry, Holman & Best — make their 
report ‘subject to the matters to which we refer in Note 17’. 
Those macters include the point that no audited accounts are 
available fom Photo Identification Cc Inc, of New York, and 
that the fizures incorporated in the group accounts ‘аге based 
on information supplied by Certified Public Accountants from 
the books of the company’. 

No accounts were available from Photo-Me (Caribbean) 
‘and the details required to be shown by the Companies Act 
relating to the holding company’s interest in the profits or 
losses are therefore not available’. 

Final cudited accounts of Auto-Photo Company of the 
United States, Photo-Me Studios (Pty) of South Africa, 
Photo-Me Studios (Nigeria) and Fidhold S.A., a Swiss invest- 
ment company, were not available by the latest date for pre- 


. paring ths group accounts and draft figures have been used 


instead. 

It is not anticipated that trading results used in the con- 
solidation will differ materially from the audited accounts when 
received but there are expected to be balance sheet alterations 
mainly afecting classification between fixed and current assets. 
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CONSOLIDATED BALANCE SHEET 
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1971 1970 
£ £ 
Assets less Current Liabilities 
Current Assets 
Stocks (note 1) 15,602,044 8,993,842 
Debtors 8,917,741 9,501,106 
Taxation Recoverable 581,537 239,620 
Cash 420,880 83,499 
! "25,522,202 — 18,818,067 
Current Liabilities 
Bank Overdrafts and Acceptance Credits 9,511,030 1,952,045 
Creditors 10,221,559 6,543,586 
Taxation — 182,194 
Dividends 19,371 230,509 
19,751,960 8,908,334 
Nett Current Assets 5,770,242 9,909,733 
Fixed Assets (note 2) 8,993,519 7,942,204 
Investments (note 3) 3,980,410 4,727,500 
18,744,171 — 22,579,437 
Provision for future costs of factory and product 
rationalisation in the Motor Cycle Division 4,250,000 — 
£14,494, 171 £22,579,437 
Financed by 
Issued Capital of The Birmingham 
Small Arms Company Limited (note 4) 9,125,086 9,125,086 
Reserves 4,671,699 12,875,050 
Stockholders' Investment in the Group 13,796,785 — 22,000,136 
Minority Interests in Subsidiaries , 294,151 — 
Loan Capital – Short-term Oversesa Bank Loan 252,083 297,916 
— Overseas Mortgage Loan (note 9) 151,152 161,235 
Deferred Taxation — 120,150 
£14,494,471  £22,579,437 


The notes on pages [791] form part of this Balance Sheet. 
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1971 1970 
£ £ 

Assets less Current Liabilities | 
Current Assets 
Stocks (note 1) 11,296,778 7,554,171 
Debtors 4,923,433 6,270,612 
Taxation Rezoverable 306,161 239,620 
Cash 313,576 58,558 

16,839,948 — 14,122,961 
Current Liabilities 
Bank Overd-aft 4,467,485 1,915,109 
Creditors 8,980,297 5,904,290 
Dividends 19,371 232,509 

13,467,153 8,049,908 
Nett Currant Assets 3,372,795 6,073,053 
Fixed Assets (note 2) 7,851,314 7,110,657 
Investmenczs (note 3) 3,980,410 4,727,500 
Subsidiary Companies (note 6) 382,795 919,027 

15,587,314 - 18,830,237 
Provision “or future costs of factory and product 

rationalisation in the Motor Cycle Division 4,250,000 — 
£11,337,314 £18,830,237 
Financed Љу 
Issued Capital (note 4) 9,125,086 9,125,086 
Reserves 2,212,228 9,649,151 
Deferred Taxation — 56,000 
L 1 E Beeson 
Directors 
J W Hatch 
£11,337,314 £18,830,237 


= 


The notes >n pages [791] form part of this Balahce Sheet. 
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Li would be decidedly interesting to know whether the City 
did itself out of a Bank rate cut and yet another round of 
reflationary measures last week. The reports on which the stock 
market followers based their hopes of new moves immediately 
after the Group of Ten meeting carried considerable authority 
and responsibility. . 

There was barely a mention of what ‘could’ happen but very 
much mention of what ‘would’. It has to be admitted that the 
use of the purchase tax and duty ‘regulator’ just as the Christmas 
shopping season was about to open (which means just as all the 
Christmas stock had finally been delivered on the basis of 
present purchase tax and duty) would have been a staggering 
problem for the retail trade. 

But the case for Bank rate reduction and free depreciation 
and regional incentives rang true. It rang so true in fact that 
stock market reaction to it was far too emphatic for the Govern- 
ment to have made any move without the Opposition levelling 
' accusations of leaks. 

The glow surrounding the affair certainly enlightened the 
stock market mood and, coupled with the contention by Mr 
Robert Carr, Secretary for Employment, that ‘things are at 
last really beginning to move’, the equity market, in FT Index 
terms, broke out of its 400-430 bracket. The National In- 
stitute’s quarterly survey was not particularly enthusiastic 
but there is currently a market for hope and the best is being 
made of it. 


* * * * 


NE apparent result of the Group of T'en currency meeting 
has been the change in Bank of England policy towards 
supporting the US dollar. Having been held down to around the 
2:4940 level against the dollar, sterling was allowed to rise 


almost to the 2:5000 mark. The change in market conditions 
accentuatec reports that the Rome meetings may lead to dollar 
devaluation in due course - with due course being in the early 
part of the New Year. All along it has been accepted that there 
could be a further revaluation of European currencies given 
even a comparatively modest devaluation gesture on the part 
of the Unzed States. It would seem that the gesture may be 
forthcoming. 


* * * * 


CTIVITY in new issues and in mergers and takeovers is 

contributing to the generally brighter appearance of the 
stock market. So far as mergers and takeovers are concerned 
there has io be a prerequisite that the companies concerned 
and the personalities connected with them are newsworthy. 
Allied Breweries and Trust Houses Forte, Redland and Ready 
Mixed Cancrete, Beecham and Glaxo are all newsworthy on 
their own account and have the personalities as well ~ Sir 
Charles Forte, Lord Beeching, Sir Ronald Edwards and Sir 
Alan Wilson. ` 

Comparies even a little lower down the industrial league 
could have equally bitter battles but they would not necessarily 
add much to the general stock market scene. Delta Metal, for 
example, nas been having a running battle with the board of 
Midland Electrical Manufacturing for some weeks without 
making tke stock market news to any real degree. 

Similar, new issues have to have personalities if they are 
going to raaintain a stock market impact after the excitement of 
the initial operation, oversubscription and early premium has 
worn off. New issues and takeovers have a common denomi- 
nator in chat they are both of temporary interest and their 
sectors need persistent replenishment of that interest. 


RATES AND PRICES 


Closing prices, Monday, December 6th, 1971 


Tax Reserve Certificates: (29.9.71) Companies 34%; 
2% surrendered for cash; Personal 34% 


Bank Rate 
Nov. 18, 1967 .. .. 8% Mar. 5, 1970 e 74% 
Mar, 21, 1968 e 7196 April 15, 1970 .. ке 245 
Sept. 19, 1968 .. ve. 7% April 1, 1971:  .. .. 6% 
Feb. 27,1969  .. .. 8% Sept.2,1971  .. .. 5% 
Finance House Base Rate – December ist, 1971. 5% 
Treasury Bills | 
Oct. 1 .. £47235% Nov. 5 . £45693% 
Oct. 8 .. £46763% Nov. 12 Ме 5480% 
Oct. 15 .. £46103 % Nov. 19 . £45135% 
Oct. 22 .. £45723% Nov. 26 .. £42805% 
Oct. 29 . £45610% Dec. 3 . £42203% 
Money Rates 
Day to day 24-35% Bank Bills : 
7 days = 474576 -2 months 4 1 76 
Fine Trade Bills 3 months 41-4396 
з months 5-54% 4 months 48-416 % 
4 months 5–5+% 6 months 431—415 96 
6 months 54-52% 


Foreign Exchanges 
New York 274993 Frankfurt .8:1256 
Montreal 2-4992" Milan 151475 
Amsterdam 8:1658 Oslo 16'9962 
Brussels 11370 Paris 13:8200 
Copenhagen 17'9610 Zürich 9'7775 
Gilt-edged. 

Consols 4% 48 Funding 64% 85-87  .. oii 
Consols 23% 291 Savings 3% 65—75 .. 93% 
Conversicn 34% 42 Treasury 9% 1994. 1064 
Conversicn 54% 1974 101i Treasury 64% 1976 .. 103 
Conversicn 6% 1972 ооб Treasury 34% 77-80 .. 85 
Funding 34% 99-04 51% Treasury 33% 79-81 .. 84% 
Funding 4% 60-90 981 Treasury 5% 86-89 .. 77 
Funding 3195 78-80 934 Treasury 57% 08-12 .. 694 
Funding 54% 82-84 93k Treasury 24% .. .. 29i 
Funding 3195 87-91 82 Victory 4% ae .. 77} 
Funding 6% 1993 814 Wer Loan 33% .. .. 41i 
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Government Interest in 
Inflation Accounting 


Scottish Chartered Accountants’ Dinner 


HE Government is keeping a close 

interest in the discussion taking 
place in the accountancy profession on 
the vexed question of how - if at all — 
published accounts should deal with 
price level changes, so-called ‘inflation 
accounting’, according to the Secretary 
of State for Trade and Industry, Mr 
John Davies, M.B.E., Е.С.А., J.DIP.M.A. 
Because of Parliamentary business, Mr 
Davies had to cancel his attendance at 
last week’s dinner of The Institute of 
Chartered Accountants of Scotland, and 
his speech was read for him by the ОТГ 
Director for Scotland, Mr P. J. L. 
Homan. | 

Whether prices went up or down, the 
essential problem in Mr Davies’s view 
was how conscientiously to reflect ‘the 
true and fair view’ which was the ac- 
countants’ creed and general confession. 
Could they, with confidence, face up 
to these basic articles of professional 
faith while ignoring the impact of price 
changes upon their certification? 

The need to update from time to 
time what was meant by a ‘true and fair 
view’ must be apparent to all. In every 
aspect of life there was a constant search 
to refine traditional practices without dis- 
crediting their former handling. It was 
both natural and proper that the pro- 
fession itself should take the lead in 
passing under the microscope its hand- 
ling of inflation in relation to the ‘true 
and fair view’. 

It was hard, when considering the 
very essence of one’s own professional 
guidelines, to submit to the views of 

"Others in establishing them. Yet he 
believed that they might well accept that 
some of the other interested parties — 
not least perhaps industrial management 


- must have their say in the framing of ' 


their conclusions. 


Best practice anticipates 
legislation 


Over the years, said Mr Davies, the 
practice of major UK companies had 
shown some of the steps which the 


legislator should take to make company - 


accounts more informative and of greater 
value to those who used them. This was 
true of consolidated accounts, which 


some companies published in advance 
of the Act of 1948. It was also true of 
turnover, which was often disclosed 
before the 1967 Act was passed. It might 
be true in the future of other information, 
such as that which some companies now 
gave about the sources and disposition of 
funds. 

Mr Davies welcomed this practice 
amongst leading companies of giving 
more information in accounts than the 
law required. It recognized the great 
interest which institutions and the ordi- 
nary investor took in companies’ annual 
reports and accounts, and of the need 
to ensure that the information given 
took proper account of the increasing 
complexity and diversity of companies’ 
affairs. 


Disturbing matter 


This complexity, together with the 
fact that the law did not, and probably 
could not, deal with everything relevant 
to the preparation of accounts, had led 
to another ~ and disturbing — characteris- 
tic of the accounts and financial state- 
ments of some companies. This was that 
the results or forecast of profits which 
they showed might depend, to a material 
extent, on which method was adopted. 

A number of well-publicized cases in 
the 1960s drew attention to these various 
methods and to the substantial differences 
which could arise through adopting one 
method rather than another. It was per- 
haps inevitable that accountants were 
criticized for not having more rigid rules 
for determining whether the view given 
by a company’s accounts or financial 
statement was ‘true and fair’. The 
English Institute came under particular 
attack, and the Council responded with 
its ‘Statement of Intent on Accounting 
Standards in the 1970s’ [The Accountant, 
December 18th, 1969]. 

The Council announced its intention 
to draw up definitive statements on ac- 
counting standards, and it set out the 
steps it proposed to take. The Scottish 
Institute and the Irish Institute were 
quick to adopt the aims set out in the 
statement and to take a full part in the 
work of preparing definitive standards. 
Mr Davies was glad to note that The 
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Association of Certified Accountants and 
'The Institute of Cost and Works Ac- 
countants would in future be fully 
associated with the three chartered 
Institutes in this work. 

Mr Daviescongratulated the Accounting 
Standards Steering Committee and the 
Institutes on what they had done. The 
large amount of work before them was 
important work. Its outcome would 
improve the quality of accounts, and . 
add to the reputation of the profession. 

Mr G. C. Patterson, c.a., President 
of the Institute, said in reply that the 
accountancy profession was from time 
to time attacked on the grounds that it 
was inward-looking, was not prepared 
to move with the times, was satisfied 
with the state of affairs within the 
profession, and was not prepared to 
step boldly into the future. This criti- 
cism, which he had felt for some time, 
was one which should be finally disposed 
of. Nothing in fact could be further from 
the truth. 

In one generation, the role of the 
accountant had completely changed. He 
was formerly regarded as a man who 
dealt with figures which were passed 
and signed in a balance sheet which had 
been carefully worked out to the last 
halfpenny, and which was thereafter 
accepted as holy writ. Having done this, 
he then rendered a totally inadequate 
fee, and took no further part in the sub- 
sequent proceedings. 

Now he was expected, not only to . 
carry out these somewhat mundane 
functions, but to look into the future and 
advise management on the outlook for 
the trade or enterprise and what steps — 
financially and otherwise — should be 
taken. The fact that he was also expécted 
to ‘carry the can’ when things went 
wrong was beside the point. His re- 
muneration, however, remained meagre. 


Voice of the profession. 

The profession was moving: forward in 
closer co-operation between all the ac- 
counting bodies. All of them had the 
same basic desire — that the accountancy 
profession must speak with one strong 
voice. Never had The Institute of 
Chartered Accountants of Scotland been 
in such a healthy state. Never had its 
reputation, both at home and abroad, 
stood higher. 

Mr A. I. Mackenzie, B.A., C.A., junior 
Vice-President of the Institute, proposed 
the toast to the guests. Replying, Mr 
A. H. Walton, F.c.a., President of The 


Institute of Chartered Accountants: in 


England and Wales, said that the object 


_ of education, training, experience, knowl- 


edge and professional discipline, was to 
enable accountants to pursue their pro- 
fession with unquestioned integrity. . ~. 
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Letters 


Accountants in the Civil Service 


Sir, - Mr Oldland’s letter in your issue of November rith 
leads logically to the question: What is so clever about pro- 
fessional accountants — chartered, certified, or what have you – 
that makes them essential to the Civil Service? Does it, in fact, 
mean any more than that they have qualified in a particular 
way and having so qualified are expected to maintain a standard 
of integrity in the exercise of their profession and are now 
looking for further outlets in which to practise. 

That being so are they so very different from the professional 
civil servants who have specialized in accounts and audit 
within the Civil Service? Perhaps, too, they have qualified 
but not in the same way as ‘chartered’ or ‘certified’ account- 
ants? Furthermore, they, too, have their integrity, and in this 
respect I would draw your attention to paragraphs 54 et seq. 
in a report dated February 2nd, 1928, of a Board of Inquiry 
appointed to investigate certain statements affecting civil 
servants. No doub: this report is available to you. 

It is my experience that professional accountants within the 
Civil Service are employed in areas of work where their ex- 
perience of commercial accounts is of some value. With 
government moving more and more into the realms of assist- 
ance to ‘lame ducks’, there might be some worth in employing 
more professional accountants although I’m not entirely con- 
vinced of that; the intelligent layman’s approach to the balance 
sheet is not a bad one. 

However, for good or ill (and perhaps arising from Fulton) 
I recognize that there may be a lobby within the profession 
which is interested in acquiring the work involved in the control 
of HM Exchequer, nor would 1 argue with their ability to do 
this, perhaps even ~ for good or Ш ~ to make changes. All I 
am saying is that the certificate which qualifies them does not 
necessarily make them any better at doing that job than those 
at present in post, who also have the advantage of a Civil 
Service background. 

‘A rose by any other пате...’ 

Yours faithfully, 


Windsor, Berks. C. W. TAGG. 


Government Expenditure 


Sir, – If the Boyle Committee on M.P.s' and Ministers’ salaries 
and emoluments dares to make any recommendations for 
increasing ministers’ or M.P.s’ pay and expense allowances at 
the present time, I shall lose the last remaining vestiges of my 
dwindling faith in the democratic way of life. 

As Sir Colin Coote and others have pointed out, government 
has failed dismally and utterly over at least the last half a 
century to provide any credible system of real direction and 
control of the economy. 

Му view is that if any man or group of men is so arrogant 
as to believe that they are capable of government, then they 
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should be р:ерагей to pay their own way and be judged by the 
results they achieve. 

For example, at the moment, the full stupidity of indirect 
taxation is coming home to roost, as the unemployment figures 
climb inexorably to the ‘million by Christmas’ forecast. The 
correct and logical action to take is to cut the petrol tax com- 
pletely thus spreading as widely as possible the reduction in 
operating costs this would bring about. The next step is to 
abolish the other half of the wretched selective employment 
tax and finally а то per cent cut in all purchase tax rates should 
be made effective before the end of the year. 

The money required to make these cuts in taxation possible 
should come from a drastic reduction in government expenditure, 
including i£ necessary cuts in Ministers’ and M.P.s’ salaries. They 
can have a 1 per cent reinstatement of salary for every 100,000 
reduction zchteved in the unemployment figures month by month! 


Yours faithfully, 


Northwsod, Middx. D. A. TRIGWELL, F.c.a. 


Liverpool Society Dinner 


Str, – For the first time this year I decided to attend the 
Liverpoo Society dinner and was prepared to pay a fairly 
substantial price, for what turned out to be only a moderate 
meal, because I could look forward to hearing some interesting 
speeches from eminent people both inside and outside the 
profession. 

In facz, І am sure the speeches were interesting and enter- 
taining but, thanks to the deplorable manners of a very large 
number of members and guests who insisted on continuing 
their private conversations through these speeches, I was only 
able to pick up the odd word. I noticed too that it was not only 
the younger element who were guilty of such undignified 
behavio.r since several of the maturer members present seemed 
to feel that they were free to behave similarly. 

And these are members of a body which regards itself as 
too superior to consider amalgamation with its associated 
profess onal societies! 

Surey something must soon be done if the title of ‘chartered 
accoun-ant' is once again to mean anything to other profes- 
sional »eople who witnessed the débâcle of the amalgamation 
procedure, and will now have reported back to them by their 
respective representatives the atrocious behaviour of those 
chartered. accountants who attended this society dinner. 


Yours faithfully, 


Graepenhall, A. J. ADAMS, r.c.^. 


Wa-rington, Lancs. 


Auditing the Town Hall 


Sir, - Your leading article appearing on page 710 of the issue 
dated November 25th appears to have overlooked clause 20 
(1) о: Schedule 1 of the Housing Finance Bill, published on 
November 3rd, 1971. E 

If this clause goes through unamended it appears that it 
will remove housing accounts from the scope of professional 
audi-, and statutorily subject a further substantial slice of local 
government expenditure to district audit. 

Tae clause seems both contrary to the spirit of the Local 
Government Bill and to the progress which has been made by 
the English Institute in recent months. 

With certain exceptions, municipal authorities have had the 
rigbt in the past to elect for professional audit in the case of 
housing accounts; the clause referred to above, if unamended, 
will eliminate this right, and deny those authorities which have 
so 2lected the benefit of the expertise which has been built 
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How 
to advise 
private 
investment 


ва Water vigere A 
of practic acti ce e shareholders 


It's not surprising that the shareholders 
of private investment companies should 





1846 was just the beginning of what is probably the ask professional advice on their problem. 
most comprehensive and experienced valuation service They suffer punitive taxation rates 
on the cards. Orridges are capable of valuing almost ; А у 
any trade or industrial stock accurately. Orridge their shares are not normally 
valuers — highly efficient experts, sheer professionals 3 marketable, and they normally cannot 
in fact — work in teams using modern methods. 
Orridge people are familiar with stock recording . - use them as collateral for loans. 
systems and can update records and create inventory: | 3 | 
files for stock to be computerised. For all this the The solution offered by Tyndall 
Inland Revenue contribute about two-fifths of the fees answers their problems. It involves the 


. Orridges f thi f value! . Ў : 
through tax abatement. Orridges for something of valu conversion of the shares into ts 


A sophisticated approach to stock valuation. | of a choice of Tyndall 
Investment Funds. 
Tyndall will be glad to advise you on 
the details of a particular case and 
there is no commitment. 


For further information contact 


Peter Drummond-Murray, 


aeorrpces || lyndall. 


Proteasional Stocktakers, Business Transfer Agents, 
Valuers and Assessors. 





Regent House, 235-241 Regent Street, — 18 Canynge Road, 
London WIR 8SU. Tel: 01-437 3628/3988 Bristol BS99 7UA. 
Branches at Liverpool, Birmingham, , ~ 
Bournemouth, Walsall, b 
9 e 
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Heres TM ensure theyhaveasecure retirement 


*Do you have clients who are self-employed, 
controlling directors, or in jobs without 
pensions? 

Of course you do - so do thesi a favour. 
Give them a quotation for a Pension Bond 
issued by Time Assurance, the Friendly 
Society that tries to be friendly. Show them 
how to obtain TOTAL TAX EXEMPTION 
on every penny they save for retirement. Let 
us prepare for them a detailed illustration 


Amount of pension (to nearest £) for men retiring at 65 

. paying a premium of £100 a year from different ages of 

entry including interim bonus of £3% per annum and an 
additional vesting bonus of £196 per annum. 


Increasing annually |“ 
by interim bonus р 

additions to produce а 
Total Pension of: 


' Cash option at 
pension age 


Pension at 65 


-Total 
-Pansion at 
65 with 
estimated 
bonus 
£ | £ 
1325 > 3765 

.1023 2701 
780 1904 
585 „1312 
889 
820. 
754 
693 
635 
581 
530 
481 
436 

| 394 
354 
317 


~ >? Guaran- 
teed 
Basic 

Pension , 


Adjusted 
‘Total 
Pension 

at age 65 


Age next At age 70 | At age 75 || Tax-Free - 
birthday у a 


. | Gash Sum 





Hf you select age 85 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 

the effect of bonus ‘additions after your pension has commenced. The figures in 

the final 2 columns show the tax-free lump sum and revised commencing pension 
at prasent rates, if you choose to commute part of your normal pension for cash. 





| 
| 
| Scottish Office: 8 Queén Street, ‘Edinburgh 2. Tel: 031-225 7799 
|^ 
| 
| ~ 






· showing Low their pension increases annually 
with bonts additions – even AFTER retire- 


ment..The figures shown below are only part ` 
of the story — our Personal Pension Bonds 


really are »ersonal, and are tailored to suit the. 


individual requirements of your clients. For 
instance, our pensions are increased for those 
who do nct require to make provision for 
dependanis – such as single women, widows, 


‘bachelors and widowers. We increase the 
basic rates shown below, depending Great the | 


EXACT month of age at entry. 
Incidentally, do yourself a favour too, 


-our commission rates are. realistic and take 
: account of the cost of your service. 


Send.the coupon below for complete 


agency details and a full set of rates for: men _ p 


and womea at all ages. 


Гто: TIME ASSURANCE SOCIETY | 


49 Westminster Palace Gardens, Artillery Row, 
London, SW1. Tel : 01 -799 3998. 


Manchester Office : 12A Piccadilly, Manchester 1. 
Tel: 061-924 7299/061-624 9955. 


Please register me/us as Agent(s) of Time Assurance Society, 
end send a sipply of Pension Bond literature. 


"d BLOCK CAPITALS, PLEASE 


vi reenyevasioneansonseansnerobnans tesrensnempucernarmesansenrcosanenanssanananneesnce tree 


NAME net 





BB ADD RECS sooner МИНИ ИНКА сн 
TIME ASSURANC Paseo | 


NAME OF BANKERS ааа анаан аноды an: 


| December 9th, 1971 
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up in professional offices, with specialist facilities in local 


| government work. Youre faithfully, 
Leeds. PETER D. SUGDEN. 


“Був, ~ I was interested in the leading article ‘Auditing the 
‘Town. Hall’ in your issue of November 25th and particularly 
the last sentence of the third paragraph. 

. What the new responsibility means is that the auditors of 
local authorities will have to exercise the same judgement in 
investigation and reporting that has been used for decades by 
Auditors-General and Directors of Audit throughout the 

< Commonwealth. 

I found, when holding such an office, that it was impossible 
not to become involved in some way with implied criticisms 
of the actions of the politicians. In order to avoid charges of 
exceeding my authority, I adopted a philosophy which may be 
helpful to others. The first step was to ensure that the politicians 
realized and fully accepted their accountability to their con- 
stituents for all their actions, many of which resulted in en- 
forceable levies followed by the expenditure of this money on 
behalf of the electorate. 

„Во far as the audit was concerned and any comment arising 
from that audit, I adopted the policy of inspecting any docu- 
ments which. might relate to the financial items involved. 
Comment arising from the audit stated the facts without equivo- 
cation and was always coupled with a constructive suggestion 

“as to how the situation might be remedied or corrected. This 
policy led to good relationships between the audit staff and 
any others involved, as well as public recognition that an in- 
dependent audit was an essential part of any good accounting 


nue. т Yours faithfully, 
Wokingham, Berkshire. R. N. BOYD. 


[Mr R. N. Boyd, C.B.E., E.D., Е.С.1.5., F.IL.ARB., M.B.I.M., was for- 
merly Auditor-General in the Republic of Zambia. — Editor.] 


Integration Fighting Fund 


Sir, = The following letter has now been sent to each subscriber 
to the Fund [The Accountant, September 24th, 1970]: 

| “We apologize for the delay in winding up the affairs of the 
Fund. The following are the final figures of receipts and 


payments: 


REcEIPTS: £ sd £ s d 
Donations 2,387 о 1 
Less Amounts in excess s of fre 

refunded 30 s ns бо о o 
£2,327 о І 

PAYMENTS: £ s d 
Costs of  circularization of 
members: 

Printing circulars and proxy 
· сатав 333 16 о 
Cost of collection from printers 12 8 6 
Envelopes 175 16 1 
Institute’s charge for address- 
ing envelopes 155 9 I 
Putting circulars and garde 
into envelopes xa $5 37 13 9 
Postage — Foreign 449 11 о 
Home 899 15 10 
—————— 1,349 6 го 


carried forward 2,064 10 3 








Other expenses: 


brought forward £2,064 10 3 — 




















Postage on proxies returned .. 150 19. 0 
Postage on correspondence .. 13 16.8 
Bank charges and cheque book 2 3 Вељу = 
г 166 19 
£z231 9 


BALANCE £95 10. | 





‘A cheque for this amount has been sent to the Chartere 
Accountants Benevolent Association. 

"Thank you again for your support and encouragement.’ · 

Yours faithfully, 

Н. T. NICHOLSON, F.GA 


London EC4. B. W. SUTHERLAND, FCA: 





Current Law 


Restrictive Covenant 


NOTHER instance has occurred of a professional restrictiv 

covenant being declared wider than was reasonab 
necessary for the protection of the relevant interest, and there 
fore bad. 

The agreement between two doctors practising in partnershi 
provided that the partnership might be determined, inter alia 
if either party was incapacitated from performing his fair shar 
of the practice for more than nine consecutive months, 0 
committed ‘any gross or persistent breach’ of the agreement. I 
further stipulated that the partner receiving notice of determina 
tion should be precluded from practising as a NHS practitioner. 
for a period of five years, within five miles’ radius of the practice 
and that he should not ‘professionally advise, attend, prescribe 
for or treat? any person who had been a patient of th 
partnership. 

Following the prolonged illness of P, notice of determinatio: 
was served on him in October 1970 by M, the other partner. 
alleging incapacity to work. On November 17th, P served a. 
counter-notice on M on grounds of gross and persistent breaches. 
of the partnership deed. Both parties thereafter sought а de- 
claration from the Court that their notice was effective to deter- 
mine the partnership; ; M further sought to enforce the restrictive 
covenant against P. a 

In the Chancery Division, Plowman, J, held that, in the uU 
absence of bad faith, the right of either party to determine the. 
agreement by notice was absolute; the partnership was deter- - 
mined by M's notice, and the subsequent notice by P жаѕ 
ineffectual. However, the restriction against P ‘professionally | 
advising, attending, prescribing for or treating’ patients would _ 
also prevent him from acting as a consultant; as such, it was __ 
wider than was reasonably necessary for the protection ofa | 
general medical practice, and thus invalidated the whole covenant. 
Peyton v. Mindham (115 Sol J 912). 


Companies: Scheme of Arrangement 


T reference in section 209 of the Companies Act 1948 to 
‘a scheme or contract involving the transfer of shares orany. 
class of shares in a company’ is wide enough to apply not only 





THE 
796 


to shares in issue at the date when an offer is received, but also 
to shares which the company may be called upon to issue in 
pursuance of existing conversion rights. 

T Ltd made an offer for the issued capital of S Ltd, which 
had issued (in addition to its share capital) two series of con- 
vertible loan stock. A clause in the conditions of issue of the 
stock expressly provided that, in the event of any offer being 
made for the share capital of S, the holders of convertible stock 
should be entitled to exercise their conversion rights within 
three weeks thereafter. The offer from T clearly brought this 
clause into operation. 

Prior to making their offer, T already held 4,800,000 out of 
16,410,274 of the issued shares of S, leaving 11,610,274 un- 
committed shares. The offer was accepted by holders of 
10,043,520 uncommitted shares, or less than go per cent of the 
total. However, at the time when the offer became unconditional, 
T had also acquired 20,843,121 shares in consequence of the 
action of convertible stockholders who had exercised their 
conversion rights. Thus, taking together the figures in respect 
of uncommitted shares and conversion shares, the T offer had 
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been accepted by holders of more than go per cent of a total of 


32,453,395 shares. 

Certain dissenting shareholders in S resisted an offer by T 
compulsorily to acquire their shares under the provisions of 
section 209 (1), on the ground that T had not obtained 
the requisite 9o per cent acceptance to entitle them to issue 
such a notice. The conversion shares, it was argued, were not 
in issue at the date of the offer and should be disregarded. They 
also asked alternatively that the Court should exercise its 
discretion in their favour, on the grounds that the offer was more 
attractive to convertible stockholders than to shareholders. 


In the Chancery Division, Brightman, J., dismissed these 
arguments. The right to convert was not in any way dependent 
on the number of acceptances or on the offer becoming uncon- 
ditional, and the terms of the actual offer gave no greater 
advantage to a person entitled to shares because he exercised 
his right to convert than to a person already on the register 
as a shareholder. 


Re Simo Securities Trust Ltd ([1971] 3 All ER 999). 





STUDENT ROUNDABOUT 


Questions and Answers at 
London Students’ Meeting 


dem annual President's Meeting of 
the London CASS was held on 
Thursday of last week at Chartered 
Accountants’ Hall and took the form of 
a question and answer session which gave 
members of the Society an excellent 
opportunity to put questions direct to 
respresentatives of the Institute's Council. 
In the light of the emphatic views 
articled clerks have on specific topics 
affecting their future, there was some 
disappointment afterwards that many 
of the questions were 'not probing 
enough'. 

The President of the Society, Mr 
G. R. Appleyard, F.c.a., presided, and 


EE EZ 





bilities of maintaining the Institute's 
reputation are with them.' 


Important development 

Replying to questions on examinations 
and education, Mr John said that he saw 
the influx of more and more graduates as 
being a very important development for 
the profession. He continued: 'In the 
long run we have got to be prepared to 
take a very serious look at the part which 
the university itself plays and to con- 
sider how far it is right for us, as a pro- 
fessional body, to try to repeat the 
examination subjects which have already 
been covered at the university or poly- 
technic stage.’ This, he said, would point 
to the Institute testing practical pro- 
fessional competence. It was not yet 
established policy but it is a line or 
experiment which ought to be con- 
sidered. 

Mr John continued: 'I believe then, 
associated with it, would be the integra- 
tion of the degree course with the period 
of training to make quite certain that in 


among those on the platform were: Mr 
А. Н. Walton, F.c.a., President of the 
Institute; Mr A. W. John, с.в.Е., 
Е.С.А., Chairman of the Education Com- 
mittee; Mr J. S. Heaton, F.c.a., Chair- 
man of the Examination Committee, 
and Mr J. P. Hough, F.c.a., Deputy 
Secretary of the Institute. 


Second to none 


Addressing students at the opening of 
the meeting, Mr Walton said that for 
better or for worse — he believed very 
strongly that it was for the better — the 
Institute had a standing and a status that 
was second to none among accountancy 
bodies throughout the world. The real 
problem was how was it to be maintained? 


The President of the Institute, Mr A. H. 
Walton, F.C.A., addressing the meeting, with 
(seated) the Society's President, Mr С. R. 
Appleyard, F.C.A. 


‘It is very easy to say the future is 
in your hands’, he continued, ‘and very 
nearly this is true, because the status of 
the Institute comes by and large from its 
members and from nobody else. It 
comes increasingly from the young 
members, and when you qualify, as 
many of you will no doubt do very 
shortly, you must keep in your minds the 
fact that the status of the Institute 
depends upon you. It is significant that 
there is an increasingly higher proportion 
of younger members and the responsi- 


the end we turn out a man who is a 
better chartered accountant than ever 
before.’ 

In response to questions regarding the 
status of chartered accountants in this 
day and age, Mr Walton said that they 
were in an era of very rapid change. Very 
many more people want to see change; 
they are more articulate and means of 
communication are so much easier than 
they were. We are in the days of the 
affluent society. he said, and with the 
affluent society has followed an interest 
in money matters in general — the growth 
of the unit trust movement and other 
forms of investment were an example of 
this. There had been a revolution in the 
financial world and this had brought 
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Two groups of members of the Society pictured prior to the commencement of the meeting. Left. T. A. Steiner, C. J. Keens, Miss A. Harris, M.S. 
Wood, and N. J. Cant. Right. S. L. R. Solomons, Miss M. A. Goacher, P. R. Mickson, and A. G. D. Arnott. 


many changes. ‘We have to be seen to be 
keeping pace with this change’, he 
declared. 

‘We have introduced accounting stand- 
ards’, Mr Walton went on, ‘because we 
think that today they are required not 
just as a permissive recommendation; we 
have got to be seen to be rather more 
definite. But the object is still the same — 
to raise the standards throughout the 
profession. We have to ensure that the 
changes we make are for the better and 
that they are not a padded reaction to 
criticism, responsible or otherwise.’ 


Schools of account 

Referring to the possibility of having a 
school for accountants, Mr John said he 
felt that it was a good idea at first sight. 
It was, of course, what the Law Society 
did through their school and it would 


obviously be a desirable thing to have 
such a school available for prospective 
members of the Institute. 

But Mr John believed that the real 
problem was going to be one of cost 
because it was doubtful if it would be 
possible to obtain State support or local 
authority support for such a school. 
Without this, Mr John thought the cost 
would be prohibitive. ‘Financially’, he 
said, ‘I do not think this is on, and this is 
the basic difficulty which we have found 
when this has been looked at in the past.’ 

Replying to a question on training and 
training records for articled clerks, Mr 
John said that there was no complete 
study, as far as he was aware, of the 
training which an articled clerk had 
undertaken. He continued: ‘I think you 
must do what is practicable administra- 
tively, and I think if you do want the 





Institute to examine the training record 
at intervals during the training, this will 
prove an enormous burden, the cost of 
which will have to fall back on the clerks 
themselves.’ 

Mr John felt that it might be better to 
develop to a system where the areas of 
training were indicated. ‘I do not think 
we shall reach a point where an articled 
clerk has covered all the areas we would 
like to see,’ he continued, ‘because I do 
not think that sort of office exists. What 
we are likely to have is a compromise 
where we see that certain portions of the 
areas have been covered. It will be suffi- 
cient if the clerk knows the requirements 
to be covered, and for him to know that 
he has to demonstrate this at the end of 
his articles. If he sees that his work is not 
proving adequate, then it is up to him to 
make this known to his principal.’ 


INSTITUTE SUPPORTS 
COMMON SYLLABI 
IT is interesting to note that at last week's 
Council Meeting of the Institute, re- 
ported on other pages of this issue, the 
Council considered a proposal by the 
Advisory Board of Accountancy Educa- 
tion aimed at achieving maximum utiliza- 
tion of teaching resources by producing 
common basic syllabi for the six account- 
ancy bodies represented on the ABAE. 
The Council has decided to give its 
approval to the proposal in principle and 
will be contributing on a cost-sharing 
basis to whatever expenses may be 
incurred in implementing the idea. 


FRAUD INVESTIGATION 


THERE should be a good excuse for their 
absence from those members of the West 
Wales CASS who do not attend the next 
meeting of the Society on December 16th, 
when Detective-Inspector B. Jones, of 


Kevin Lennon, Chairman of the Society (third from right) with, /eft to right: Mr J. P. Hough, 
F.C.A., Deputy Secretary of the Institute; Mr James S. Heaton, F.C.A., Chairman, Institute's 
Examination Committee; Michael Holmes, Society's Vice-Chairman; Mr А. W. John, С.В.Е., 
F.C.A., Chairman, Institute's Education Committee, and Mr A. H. Walton, F.C.A., President of 
the Institute. 
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the South Wales Police Fraud Squad, will 
Бе talking about the organization and 
methods of fraud investigation. It might 
interest members to learn that women 
are the greatest offenders in small-scale 
fraud, and to learn more about this and 
¿some of the big-time frauds, members 
would do well to be present. 

~ ће meeting, which will commence 
promptly at 2.30 p.m., will be held at the 
"Dragon Hotel, Kingsway Circus, 
Swansea. Light refreshments will be 
. available, 

p WEST END 

PROFESSIONALS CLUB 


Financed by MAM - the managers of 
"Tom Jones and Englebert Humperdinck 
= а lecture room and club room equipped 
with comfortable furniture and a bar 
will be available in the New Year for 
the Taverners (the London chartered 
‘accountant students’ group) and students 
_of other accountancy bodies. 

"Phe prospective club — for as such it 
will ђе constituted - is now under 
‘construction in the. heart of London's 
"theatreland at the Arts Theatre Club, 
Great Newport, Street, situated between 
ВЕ Martin's Lane and Leicester Square. 
For a fee of £1 per year, members will 
not only have the facilities of the club, 
“but be able to participate in lecture- 
debates led by knowledgeable speakers, 
гапа take advantage of all the amenities of 
the Arts Theatre Club, including its 
‘snack bar and restaurant. 

Prime movers behind this venture 
“аге David Dickens, a.c.a., Chairman of 
The Taverners, Kevin Lennon, Chairman 
of London CASS, Mike Holmes, Vice- 
Chairman, and Jeffrey Lawson, A.C.A. 


BUSINESS GAME 
AT SHEFFIELD 


Using the British Steel Corporations 
computer at Cybor House, Broomhill, 
members of the Sheffield CASS will take 
part in a business game on January rst. 
Аға nominal cost of sop per person, the 
_ Society is hoping to enter five to six teams 
| each comprising five players. 

_ The senior society is also organizing a 
similar game for January 23rd when a 
team chosen from the students’ com- 
petition will participate. 

Those members of the society inter- 
ested in this business game should con- 
tact the secretary, James Newman, c/o 
Knox, Franklin & Co, 4 Norfolk Park 
Road, Sheffield. Telephone 52393 or (at 
home) telephone 51912. 


Christmas Party 


The Society's Christmas Party takes place 
on "Fhursday, December 16th, at Cutlers’ 
Hall and promises to be a 'spectacular 
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evening with plenty of entertainment’. ^ = 


There will be a well-stocked bar and 
buffet, and tickets, price sop each, are 
available from any committee member. 


LONDON MEETINGS 


THe London CASS has arranged the 
following two meetings for next week: 

Wednesday, December 15th, at 6 p.m. 
in the Library, 43 London Wall, London 
EC2. Evening lecture organized by 
Anderson Thomas Frankel, on ‘Ac- 
counts’ - for Part I students. 

Thursday, December 16th, at 6 p.m. 
in the Library, 43 London Wall. Tutorial 
organized by Foulks Lynch Tutors on 
Interpretation of accounts’ — for finalists. 


Annual Dinner 


The Society will be holding its annual 
dinner, the 58th in its history, at the 
Hilton Hotel, on Monday, December 
13th. This is an occasion when members 
of the Society are able to entertain dis- 
tinguished members of the community 
and to express appreciation to those who 
have helped in its various activities 
during the year. 
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SUCCESSFUL START FOR 
SWANSEA MEETINGS 


Tue West Wales CASS reports a modest 
success for its first meeting of the winter 
session held recently. A total of 26 
members (about 25 per cent of the 
Society’s membership) attended a lecture 
on taxation which is regarded as a good 
response for the Society. It is hoped that 
this level of interest will be maintained 
for the rest of the lecture series. 

The meeting provided a concentrated 
revision session for Final students and 
clarified two most important topics — 
base periods and capital allowances — for 
those new to the intricacies of taxation. 

At the end of the meeting the speaker 
dealt with many questions, including 
aspects of taxation which were presenting 
students with difficulties. 


Dinner Dance 


'The Society's annual dinner and dance 
will be held at the Dolphin Hotel, 
Swansea, on December 21st, at 7.30 for 
8 p.m. Tickets price £1:50 are available 
from Joanne Jenkins or Mike Kenifick 
at Deloitte & Co, Swansea. 





LETTERS TO ROUNDABOUT 


Tackling Defeatism 


бів, ~ With reference to recent corres- 
pondence under ‘Roundabout’ concerning 
the suspension of activities of the South- 
west Essex Chartered Accountant Stu- 
dents' Group, we wish to relate our own 
experience. 

For approximately 18 months, prior 
to David Rosenberg's appointment as 
deputy chairman, we held office as 
deputy chairman and honorary secretary 
respectively, in this group. During this 
time David Rosenberg was appointed as 
our representative on the London com- 
mittee, in which capacity he wzs very 
active and enthusiastic. 

Although many very interesting topics 
for meetings and lectures were arranged, 
with excellent speakers, we could not 
increase the attendances beyond an average 
of about two dozen out of a total area 
membership of approximately 7sc. All 
these members regularly received рго- 
grammes of the Group's activities, to- 
gether with directions for reaching the 
venue, which was a pleasant room in a 
small public house central to the area. 
Free snacks were always provided. 

Towards the end of our term of office, 
the majority of the 'faithful few' attending 
consisted mainly of qualified memoers 
of our committee or those nearing com- 
pletion of articles, including Devid 
Rosenberg, with a little interest from a 
few newly articled members. Those to 


whom the group's meetings could have 
given most help, ie., those past Inter- 
médiate stage, did not appear to be giving 
support. 

We feel that David Rosenberg did his 
utmost to increase attendances and did 
not meet with success comparative with 
the hard work, which, as we know, goes 
into organizing the Group's activities. 

The decision to suspend meetings until 
greater interest is shown seems to us 
to be logical in the circumstances, and we 
hope that the recent correspondence has 
helped to generate new support. 

Yours faithfully, 
CAROLINE STOKES, a.c.a. 
ROIDA LONSDALE, АЈА. 
Romford, Essex. 


£400 a Year Off Salaries? 


Sin, – At the President's meeting of the 
London CASS last week, a questioner 
asked Mr A. Н. Walton, Е.С.А., the 
President of the Institute, why trans- 
ferability of articles had not been given 
to articled clerks. Mr Walton in his reply 
stated that transferability would knock 
£400 a year off salaries (of articled clerks). 
If the President is sincere in his beliefs, 
then surely he is failing to act in the best 
interests of his members by retaining this 
system? 
Yours faithfully, 
TERENCE WEBB, 
ACASS Executive member. 
Birmingham. 





АЕ special and ordinary meetings of the 
"Council held on Wednesday, December 
“ast, 1971, there were present: 


Mr A. H. Walton, President, in the Chair; 
Mr D. S. Morpeth, T.D., Deputy-President; 
Mr E. K. Wright, Vice-President; Messrs 
J. F. Allan, J. A. Allen, G. R. Appleyard, 
B. D. Barton, Sir Henry Benson, G.B.E., 
Messrs D. A. Boothman, L. H. Clark, D. A. 
Clarke, J. D. Cormie, R. W. Cox, C. Croxton- 
Smith, P. H.. Dobson, S. M. Duncan, J. V. 
Eastwood, Professor H. C. Edey, Messrs S. 
Edgcumbe, E. J. Frary, J. W. С. Frith, J. P. 
Grenside, К.Е. Griffiths, S. R. Harding, W. 
Hare, M, R. Harris, J. S. Heaton, J. A. 
Jackson, А. W. John, с.в.., С. B. Judd, 5. 
Kitchen, Sir Ronald Leach, С.в.Е., Messrs 
M. G. Lickiss, J. Lunch, B. A. Maynard, 
W. R. McBrien, E. C. Meade, 5. A. Middleton, 
W. Bertram Nelson, c.B.E., E. J. Newman, 
B. G. Rose, J. D. Russell, E. C. Sayers, K. J. 
Sharp, T.b., R. G. Slack, H. G. Smith, G. 
Tattersall-Walker, C. C. Taylor, R. H. 
Taylor, A. G. Thomas, R. P. Tovey, D. N. 
Walton, J. Whitehead, R. G. Wilkes, O.B.E., 
T.D, S. P. Wilkins, J. C. Montgomery 
Williams, R. G. Wilson. 


Chairman and Vice-Chairman of 
the Overseas Relations 
Committee 


It was reported that Sir Henry Benson 
and Mr D. W. Robertson had been 
elected chairman and vice-chairman re- 
spectively of the Overseas Relations 
Committee, 


Appointment to Committee 


Mr R. G. Wilkes was appointed to serve 
гоп the Courses Committee. 


Nine Months' Full-time Courses 
for Articled Clerks 


The following statement was approved 
for publication: 


The Council announces that the following 
additional college has been invited to 
participate in the provision of a nine 
months’ full-time course for the session 
commencing September 1972: Harris 
College, Preston. 


in England and Wales 


Special and Ordinary Meetings of the Council 


Advisory Board of Accountancy 
Education Exercise on Common 
Basic Syllabi 


The following statement was approved 
for publication: 


"The Council considered a proposal of 
the Advisory Board of Accountancy 
Education designed to achieve maximum 
utilization of available teaching resources 
by producing common basic syllabi for 
the six accountancy bodies represented 
on the ABAE. The Council decided 
to give its support in principle to this 
proposal and to give weight to such 
support by contributing, on a cost- 
sharing basis, to the expenses if any 
incurred in implementing the exercise.' 


Examination Results — 
September 1971 Intermediate 


It was reported that the results of the 
Intermediate examination held in Sep- 
tember 1971 were as follows: 

Passed Failed Total 

1,373 1,109 2,482 

The names of the successful candidates 

and of those placed in order of merit and 
awarded prizes were published as a sup- 
plement to The Accountant of November 
25th. 


Admissions to Membership 
'The following were admitted to member- 


ship of the Institute: 


Aharoni, Dan Avigdor, London EC4. 

Akers-Douglas, Francis Alexander Moreton, Lon- 
don Wr. 

Argent, Christopher Lee, Old Heathfield. 

Ashwood, Perry Colin, Harrow. 


Bindra, Deepak Raj, London W3. 

Bond, Christopher William, B.sc., Basingstoke. 
Bonnello, Richard William, Nottingham. 

Boot, George Robert, Sidcup. 

Breadner, Roger Lester, B.A., Hampton Hill. 
Bryant, Ian Stuart Macdonald, Saffron Waldron. 
Burrell, Stephen John, Braintree. 


Carey, Peter John, B.sc., London SW3. 

Carter, Richard Graham, London SE19. 
Chapman, Robin Nigel, London SW7. 

Clarke, Graham Michael, в.ас., Leicester. 
Clarke, Michael Richard Neil, в,а., Wokingham. 
Clayton, Peter Harold, Poulton-le-Fylde. 
Collinson, Stephen, B.sc., Shepperton. 

Colville, Michael John, London Nao 9]H. 
Cooper, William David, Newcastle upon Tyne. 
Cotgreave, Simon Peter, B.SC., Manchester. 
Crawford, Michael Iain, Marlow. 


Dansie, Kenneth John, London NW6. 


Dart, Geoffrey Court, Reading. 
Densham, Peter Ryan Cridland, Bristol. 















Dunning, Richard Glyn, London SWir 5DB. 
Evans, Roger David Loveden, London W8.: 


Fairbairn, David William, London NW6. 
Farrow, Richard Paul, s.sc., London Nro. 
Floyd, Neil Duncan, London Wi3 8NE. 
Foster, Russell Glen, Nottingham. ‘ 
Fraval, Sahlan Christopher Gael, Northwood. 
Freeman, Alan Philip, B.A., London SW JL 


Garland, Richard John Keble, Cookham. 
Gaze, Bryan Charles, 8.8c., Brentwood. 
Gell, William Michael Robert, London. We: 


LP. 
Gibbs, Andrew Goldsworthy, B.A., Penarth, 
Glews, John Roger, Wolverhampton. ; 
Granger, Peter John, Pertenhall, i 
Grant, John Stanley, B80., Sutton: 
Gray, Michael John, Sale. 
Greenfield, David, B.A., Birmingham. 
Gregory, Andrew "Douglas, London Nr. 


Hancock, Michael John, Skegness. 
Hargreaves, Benjamin Carne, B.A, London. Wi 
2 

Hassanalli, Nasrulah Abdulla, Nairobi. 

Hawker, Nicholas John De Carteret, Buntingford: 
Hills, Mervyn John Scott, B.A., London NW6 4P: 
Holdstock, John Terence, B.A, London ЗЕ3. | 
Hopkins, (Mrs) Valerie Joan Frances, Surbiton. 
Hutton, Mark Robert, B.A., London WC1E 7HG 


Jacobs, Bernard Joseph; London SWt5 2AN. 
Jones, David Havard, Ewell. 
Jones, Dennis, Manchester. 


Kozuba-Kozubska, (Miss) Danuta Ann, London 


sen 


Legrove, Robert, Northampton. 
Lowe, Robert John, Lowestoft. 
Lynn, Michael John, London NW2 sRR: 


McFarland, Robert Stanley, Coventry. 

Machin, Colin, Nottingham. 

Maycock, Terence, B.com., Macclesfield. 

Miles, Michael Gruszewicz, London SW2o сво. 

Millar, Richard Alexander, Norwich. = 

Mills, Michael John, s.sc., Birmingham, 

Morris, Adrian Robert, в. sc. 4 Lewes. 

Mumford, Hugh Antony Lewis Holland, MOA 
London Wi. 


Neal, John Talbot, Newbury. 
Oliver, Aubrey Thomas, n.sc., Hereford. 


Page, Graham John, Rothley. 

Parker, Jeremy Newton, Buxton. 

Patel, Chandrakant Vallabhbhai, London Wz: 
Pollard, Robert John, M.sc., B.SC., London Nis. 
Power, "John Graham, B.A., "London EC2. 

Preston, Michael David, p. A., London NWA IRB. 


Randall, David Rex, BA, London ЕС2. 
Ray, Neil, Sutton Coldfield 

Reese, Nigel Martin, London N14 5SA. 
Rogers, Carl Stanley, Harlow. 
Rowland, James Hugh, Poole. : 
Rowley, j onathan James Graham, Stoke-on-Trent, 2i 
Roy, Niall Andrew Chisholm, Southport. 

Russell, Michael Alan, London SW. 


Sabin, John Richard, Uxbridge. 

Sagar, Ian David, B.A., Blackburn. 

Shah, Kantilal Somchand, Nairobi. 

Shanks, Richard Vincent, Birmingham. 
Shaffer, Stephen Leslie, Cyncoed. * 
Spencer, Glynn Thomas, Hull. 

Stokes, Martin Howard, Basingstoke. 





Stokes, Michael Albert, Stafford. 
c Stubbs, Robert Bernard, Brussels. 
Swinburne, Michael Robert, LL.B., Hale. 


| Twiddy, David John, Walderslade. 
Urry, Stewart Wallace, LL.B., Rickmansworth. 
:Wacks, Anthony Charles, Prestwich. 
> Wakeford, Brian Hugh, Shoreham-by-Sea. 
= Wane, Anthony Patrick, Bognor Regis. 
с Брос, William Alan. Keith, B.A., LL.B., London 


E Westall (Miss) Jean Mary, Birmingham. 


Wharton, Alan Thomas, Boctle. 

White, Bernard William, Purley. 
Wilson, Ian, Hull. 

Withers, John Robert Tucker, Solihull. 
Woodroffe, Nigel Anthony, Eastbourne. 


Yandell, David Bawden, Sutton. 


Re-admission to Membership 

Subject to payment ef the amount 
required by the Council, a former member 
of the Institute was re-admitted to 


FINDINGS AND DECISIONS OF THE 
DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council 
of the Institute at hearings held on 19th October 1971 


бо A formal complaint was preferred 
Љу the Investigation Committee of the 
.Council of the Institute to the Dis- 
.ciplinary Committee of the Council: 
That Harry Seepersad a member of 
The Institute of Chartered Accountants 
in England and Wales has been guilty 
of acts or defaults discreditable to a 
“member of the Institute within the 
. meaning of clause 21 (3) of the Supple- 
. mental Royal Charter 
(а) In that he on roth June 1970 
embezzled $118.30 cents received 
by him in the name of a limited 
company 
(Б) In that he on rgth June 1970 
-embezzled $916.18 cents from a 
sum of money obtained by him on 
encashment of a cheque for the 
said limited company 
. (с) In that he between 23rd June 1970 
and 29th June 1970 stole $2,000 
from the said limited company 
. (à) And in that he on 7th July 1970 
with intent to defraud obtained by 
false pretences from an airways 
corporation a passenger ticket to 
the value of $828.20 cents. 


« Finding 

The Committee found that the formal 
-; complaint against Harry Seepersad, A.C.A., 
· had been proved under all headings. 


- Decision 

~The Committee ordered that Harry 
Seepersad, A.C.A., of 77 Eastern Main 
Road, Curepe, Trinidad, West Indies, be 
excluded from membership of the Insti- 
tute. 


2. A formal complaint was preferred 
by the Investigation Committee of the 
Council of the Institute to the Dis- 
ciplinary Committee of the Council: 

That Frank Sidney Edmonds a mem- 
ber of The Institute of Chartered 


Accountants in England and Wales has 
made an arrangement for the payment 
of a composition to his creditors within 
the meaning of clause 21 (4) of the 
Supplemental Royal Charter 

In that he on 3rd June 1971 entered 
into an arrangement for the payment of a 
composition to his creditors which ar- 
rangement was approved by the Court on 
the 1st July 1971. 


Finding 
The Committee found that the formal 


complaint against Frank Sidney Edmonds, 
F.C.A., had been proved. 


Decision 


The Committee ordered that Frank 
Sidney Edmonds, F.c.a., of 25 Dunstable 
Road, Luton, Bedfordshire, be repri- 
manded. 


3. À formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the . Dis- 
ciplinary Committee. of the Council: 

That a member. of The Institute of 
Chartered Accountants in England and 
Wales has failed to satisfy a judgement 
debt within the meaning of clause 21 (4) 
of the Supplemental Royal Charter 

(a) In that he, having had judgement 

entered against him in the sum of 
£23853 in a County Court on 
7th July 1971, has failed to satisfy 
the said judgement debt 

That a member of The Institute of 
Chartered Accountants in England and 
Wales has been guilty of acts or defaults 
discreditable to a member of the Institute 
within the meaning of clause 21 (2) of the 
Supplemental Royal Charter 

(Б) In that he without good cause failed 

within a reasonable time to reply 
to the normal ‘professional reasons’ 
letter addressed to him on 8th June 
1971 by a chartered accountant 
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membership under clause 23 of the 
supplemental Royal Charter. 


It was reported to the Council that 
the following re-admission, made at the 
Council meeting on October 13th, 1971, 
subject to payment of the amount 
required, had become effective: 


Peter Christopher Harris, a.c.a., 305 East 86th 
Street, Apt 17-0 West, New York, N.Y. 10028, 
U.S.A. к 


(с) And in that Һе without good cause 
failed to reply with in a reasonable 
time to the normal ‘professional 
reasons’ letter addressed to him on 
the 22nd May 1971 by a certified 
accountant. 


Finding 
The Committee found that the formal 


complaint had been proved under all 
headings. 


Decision 


The Committee ordered that the member 
be reprimanded but the Committee 
decided that there existed special circum- 
stances justifying the omission of his 
name from the publication of the Finding 
and Decision. 


4. À formal complaint was preferred by 
the Investigation Committee of the 
Council of the Institute to the Dis- 
ciplinary Committee of the Council: 

That Nels Royden Johnson a member 
of 'The Institute of Chartered Account- 
ants in England and Wales has been 
guilty of acts or defaults discreditable to 
a member of the Institute within the 
meaning of clause 21 (3) of the Supple- 
mental Royal Charter 


(a) In that he without good cause failed 
within a reasonable time to reply 
to a letter addressed to him in his 
professional capacity on the 18th 
December 1970 by a firm of 
solicitors 


(P) And in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
on the 7th April 1971 by the 
Institute. 


Finding 
The Committee found that the formal 
complaint against Nels Royden Johnson, 
A.C.A, had been proved under both 
headings. 


Decision 


The Committee ordered that Nels 
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Royden Johnson, A.C.A., of 83 Queen 
Elizabeth Street, London SWr, be 
admonished. 


5. A formal complaint was preferred 
by the Investigation Committee of the 
Council of the Institute to the Dis- 
ciplinary Committee of the Council: 
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That a member of The Institute of 
Chartered Accountants in England and 
Wales has been guilty of acts or defaults 
discreditable to a member of the Institute 
within the meaning of clause 21 (3) of 
the Supplemental Royal Charter 

In that he having on 7th June 1967 been 
appointed liquidator of a limited com- 
pany in voluntary liquidation without 
good cause failed to deal with the liquida- 
tion with proper expedition. 
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Finding 
The Committee found that the formal 
complaint had been proved. 


Decision 


The Committee ordered that the member 
be admonished but the Committee 
decided that there existed special cir- 
cumstances justifying the omission of 
his name from the publication of the 
Finding and Decision. 


Inflation - Society's Confidence Trick 


HE plight of people living on fixed 

incomes in the present inflationary 
environment was spotlighted by the Vice- 
President of 'The Institute of Chartered 
Accountants in England and Wales, Mr 
E. К. Wright, M.A., Е.С.А., when he spoke 
at the annual dinner of the Exeter and 
District Society of Chartered Account- 
ants last Friday. 

Mr Wright told the audience of 332 
that such people should have their 
sympathy and support. 'Society is playing 
a confidence trick on them,' he said. 'I 
have not much to suggest, but at least 
there should be a generous tax relief on 
the investment income of older people, 
and there should be a relaxation of the 
inexplicable restrictions placed on pen- 
sioners who try to turn an honest penny 
by doing some part-time work.' 


Financial spivvery 


He added: ‘For the businessman and his 
accounting adviser the problem of in- 
flation is largely one of understanding. 
Too often that understanding is missing. 
Pricing policies and depreciation рго- 
visions are geared to the original historic 
costs.’ And he gave a warning that the 
inflationary environment was a happy- 
hunting ground for the whizz-kids and 
the wheeler-dealers. ‘We are living in a 
time of financial spivvery, and we should 
be on our guard,’ he said. 

Mr Wright, who was responding to 
the toast of the Institute, said inflation 
was the most important social and 
economic problem of the present time. 
There was a need to attune ourselves to 
it psychologically. It had, he said, brought 
a lowering of the quality of life. In the 
17th century, when the gross national 
product was a fraction of what it was 
today, people were able to build St 
Paul's Cathedral, but today they would 
not be able to leave anything except that 
of which they were ashamed. 

The toast of the Institute was proposed 
by Exeters MP., Mr John Hannam. 


He said the road back to an era of stability 
and prosperity was littered with the failed 
companies and organizations of the last 
few years. ‘Yet I believe,’ he said, ‘that 
here lies the clue to the role which the 
accounting profession will be playing in 
this coming era.’ 


Accountant's constructive role 


‘Now at last the situation is changing 
radically. The accountant is becoming 
accomplished in all aspects of his client's 
business and can now play a vital and 
constructive role in this coming period 
of economic expansion and growth.’ 
Speaking of the Government's objec- 
tives to improve the management of 
affairs, Mr Hannam said that re-planning 
of social services and health systems and 
the reform of housing meant selectivity 
and the extension of the number of 
existing means tests. This in itself meant 
the new problem of disincentive barriers 


over which even a small pay increase 
could mean a large total of lost benefits. 

*Here we are hoping to find an answer 
to this serious problem by the introduc- 
tion of a negative income tax system. 
Unfortunately no means of administering 
this system has yet been perfected’. 

Earlier, the Mayor of Exeter, Councillor 
H. S. Sargent, in his reply to the toast of 
the City and County of the City of 
Exeter, given by the Chairman of the 
Exeter and District Society of Chartered 
Accountants, Mr J. Hetherington, LL.B., 
F.C.A., F.I.M.T.A., F.C.W.A., D.M.A., said 
it was a cause of regret to him that so 
much time of the ablest brains of the 
country was engaged in finding legitimate 
ways of avoiding taxation. 

The toast of the guests was proposed 
by Mr W. Е. Curtis, F.c.a., and the 
response was made by the Chairman of 
Devon County Council, Col J. E. Palmer, 
Тр Di 





Left to right, The Sheriff of Exeter, Councillor Michael McGahey ; the Mayor of Exeter, Councillor 


Н. Samuel Sargent; Mr J. Hetherington, LL.B., F.C.A., F.I.M.T.A., F.C.W.A., D.M.A., Chairman, 
Exeter and District Society of Chartered Accountants; Mr E. K. Wright, M.A., F.C.A., Vice- 
President of the Institute, and Mr John G. Hannam, Member of Parliament for Exeter. 
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PROFESSIONAL NOTICES 


Ernest E. BAYFIELD & Son, Chartered 
Accountants, announce the retirement 
on November 30th of Mr C. R. Cann, 
Е.С.А., and Mr С. L. HUDSON, F.C.A. 


DELOITTE & Co, DELOITTE, Haskins 
& SELLS and their associated firm 
WINTER, ROBINSON, SISSON & BENSON, 
announce that as from December 2oth, 
1971, the address of their Newcastle 
office will be 27 Grainger Street, New- 
castle upon Tyne NE: 5JS; telephone 
0632 612121. 

Law FirzunucH & Co, Chartered 
Accountants, announce that on November 
3oth, Mr A. FITZHUGH, A.C.A., 
resigned from the practice and Mr I. R. 
Law, A.C.A., A.T.L.1., will continue under 
the same style in London and Reading. 
Law FITZHUGH announce also that they 
have absorbed the practice of HAYWARD 
Peer RoBERTS & Co, Reading, and will 
practise from 22 Cross Stree*, Reading. 

SCHWARTZ, Fine, ABRAHAMS, GORVY 
& КАМЕ announce that Mr Алс FINE, 
who has been a partner in Johannesburg 
since 1936, has retired from the partner- 
ship with effect from December rst, 
1971. His services will be available to 
the partners as a consultant. Mr FINE 
has also retired from the Durban and 
Cape Town partnerships and Mr WALTER 
WiLLIAM BALLANTYNE has been ap- 
pointed a partner in those firms in his 
place. The name of the firm remains 
unchanged. 


APPOINTMENTS 
Mr John De Morgan, F.c.a., has become 
secretary of GPG Holdings. 
Mr Brian Gubbins, F.c.a., has been 
elected chairman of Cannock & Co. 


Mr J. D. J. Heath, c.a., has been 
appointed to the board of The Northern 
Gdidsmiths Co. 


Mr К. Н. Hewitt, F.c.a., formerly 
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financial executive director of Telephone 
Rentals, has been appointed a full 
member of the board. 


Mr R. F. Laidlaw, c.a., a director of 
London Security and Trustee Co, has 
been appointed to the board of Shortloan 
International Ltd. 


Mr Edward Gamble, c.a., has become 
secretary of Thomas Bishop, a member 
of Scotcros Engineering and Food Ser- 
vices Division. 


Mr E. Gamble Mr B. T. Pratt 


Mr B. T. Pratt, A.C.W.A., has been 
appointed secretary of Geo. Salter & Co. 


Mr Н. R. Sykes, М.А., LL.B., С.А., 
financial director of the Steetley Com- 
pany, is to become assistant managing 
director (finance) with effect from March 
27th, 1972. 

Mr C. D. MacQuaide, F.c.A., a director 
of Hawker Siddeley Group and other 
subsidiaries, has been appointed chair- 
man of F. W. Brackett & Co. 


Mr I. A. Miller, F.c.a., has become 
assistant managing director of United 
Dominions Trust (Commercial). 


Mr Ronald Parry, F.c.a., financial 
accountant of Morgan Refractories, has 
been appointed secretary of J. Tennant 
& Sons (Warrington) а subsidiary 


company. 








Mr R. Parry 


Mr D. Scott 


Mr Derek Scott, F.c.a., has become а 
director of Spaulding Russell. 


Mr E. Е. Tattersall, F.c.a., has joined 
the board of Constable Hart & Co. 


Mr M. J. Woodhouse, A.C.W.A., for- 
merly management accountant of Jeyes 
U.K. Ltd, has been appointed cost 
accountant, and Mr J. L. Flach, A.C.C.A., 
has joined the company as financial 
accountant. Both are responsible to the 
financial director, Mr P. Hodgson, C.A. 
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SESCA BREAKS NEW GROUND 


The South Eastern Society of Chartered 
Accountants, following a change in its 
rules approved at a meeting of members, 
has abolished the offices of Honorary 
Secretary and Honorary Treasurer. From 
January ist, these duties will be under- 
taken by Mr Robert Buxton, Е.С.А., 
who has been Assistant Secretary for the 
past four years, and who has now been 
appointed Secretary and Treasurer. 

In common with a number of other 
district societies, SESCA has in recent 
years gradually transferred many of the 
increasing duties of its honorary officers 
to an appointed assistant, but it is thought 
to be the first district society outside 
London to recognize that the retention 
of honorary officers with only vestigial 
functions serves little purpose, and that 
the efficient organization of its increasing 
number of conferences, courses and 
lecture meetings, and the proper ad- 
ministration of its affairs, calls for full- 
time attention. 

Robert Buxton qualified in 1938 after 
serving articles in Nottingham. After 
qualification he spent a year with Price 
Waterhouse, followed by six years’ war 
service in the army on special duties, 
attaining the rank of Lieutenant-Colonel. 
He held commercial posts from 1946 
until 1960 when he took up farming, 
combined with a private accountancy 
practice. He joined SESCA initially on 
a part-time basis in 1965. 

Mr Buxton will be based at the Society's 
administrative office at 15 Wrotham Road, 
Gravesend, Kent DA11 oPA (Gravesend 
3025) and any communications which 
would formerly have been addressed to 
the Hon. Secretary or Hon. Treasurer 
should now be sent to him at that 
address. 


BUSINESS GAME FOR 
SIXTH-FORMERS 


The realities of business life have re- 
cently been dramatically illustrated for 
the sixth-form ‘directors’ at the 240 
schools taking part in the first round of 
the 1971-72 Business Game organized 
by The Institute of Chartered Account- 
ants in England and Wales with the 
co-operation of International Computers 
Ltd. 

The 81 winning schools following the 
first round now move on to the second 
round of this knock-out competition, 
which begins on January 17th. 

'The 27 winners of the second round, 
which ends on February 7th, will proceed 
to heat three and this process of elimina- 
tion continues until three schools remain 
to play off the finals in London on March 
17th, for the Institute's Silver Challenge 
Shield. 
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OBITUARY 
Mr J. E. V. Jobson, F.C.W.A. 


Mr J. E. V. Jobson, F.c.w.a., president 
of Birmid Qualcast and formerly chair- 
man and managing director of Qualcast 
of Derby, died in 
London on Nov- 
ember 29th. 

Mr Jobson, 
who was in his 
85th year, had 
spent nearly 7o 
years with the 
Qualcast group 
of companies 
prior to their 
merger with Birmid Industries in 1967. 
Two years later he relinquished his seat on 
the Birmid Qualcast board but retained 
his position as president of the group. 

The fourth generation of his family 
to be associated with the ironfounding 
industry (an association dating back to 
1801 when his great-grandfather com- 
menced business in Sheffield), Mr 
Jobson was appointed managing director 
of the family company in 1916. The name 
was later changed to Derwent Foundry 
(1920) Ltd, followed by the change to 
Qualcast Ltd in 1928 when it became a 
public company employing 250 people in 
Derby. 

From 1937 to 1961, Mr Jobson saw a 
quarter of a century of growth of the 
Qualcast group, giving employment to 
over 6,500 people, of whom 2,750 were 
at the Derby factories. 

Mr Jobson was admitted to member- 
ship of 'The Institute of Cost and Works 
Accountants in 1927 and became a 
Fellow in 1933. He was also a member of 
the Institute of Mechanical Engineers 
and one of the earliest members of the 
Institute of British Foundrymen. The 
latter body recognized Mr Jobson's out- 
standing efforts for the ironfounding 
industry when in 1961 it conferred upon 
him its highest honour, the E. J. Fox 
Gold Medal. 





PAYE REGULATIONS 


New PAYE regulations have been made 
and have been published as Statutory 
Instrument 1971, No. 1896. 

The regulations, which will come into 
effect from April 6th, 1972, make two 
changes in the present arrangements. 
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For 1972-73 and later years the code 
number in operation against the emolu- 
ments of an employee immediately prior 
to his retirement will be applied to his 
occupational pension on a non-cumulative 
basis (instead of on the normal cumula- 
tive basis) pending instructions from the 
Inspector of Taxes. 

This change is intended to prevent 
tax refunds being made to a pensioner 
until his code number has been amended 
to take account of his National Insurance 
retirement pension. Refunds made before 
the pensioner's code number has been 
amended are generally inappropriate: 
at the end of the year the pensioner has 
paid that much less tax than he should 
have and it is in his own interest that the 
refunds should be prevented. 

The second change withdraws for 
1972—73 and later years the present 
concession under which tax is deducted 
under a modified procedure in the case of 
certain weekly-paid employees. 

Details of the changes will be made 
known in the supplement to the Employ- 
ers’ Guide to PAYE, to be issued in 
February or March 1972. 


IMPROVED INTEREST RATES 
FOR LOCAL AUTHORITIES 


Although the total amount of out- 
standing debt of local authorities con- 
tinues to rise by some 10 per cent per 
annum, the latest Return of Outstanding 
Debt published by The Institute of 
Municipal Treasurers and Accountants 
shows that in 1970-71 the rapid rise in 
the average cost of borrowing money over 
recent years was halted. This does not 
mean that the average rate of interest 
paid by boroughs and county councils 
dropped in every case, because London 
boroughs and the Greater London Coun- 
cil paid o:12 per cent more at 7 per cent 
and 6:13 per cent respectively. 

Nevertheless, the average rate of 
interest paid by the 83 county boroughs 
in England and Wales actually fell 
fractionally to 6-95 per cent, and county 
councils maintained the 1970 level of 
6:13 per cent, so that even if there was 
not a sensational decrease, there was 
certainly a halt in the increase of interest 
rates paid. 

Copies of the booklet may be obtained 
from the Secretary, The Institute of 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Telephone 01-834 2002 (4 lines) 
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Municipal Treasurers and Accountants, 
г Buckingham Place, London SW1E 
6HS, at [1:50 post free. 


THE CHARTERED 
ACCOUNTANTS’ BENEVOLENT 
ASSOCIATION 


At a recent meeting of the Management 
Committee of The Chartered Account- 
ants’ Benevolent Association, with Mr 
R. L. Eke, President of the Association, 
in the chair, six new applications were 
considered, and all were granted assist- 
ance. 

A member in his fifties, recovering 
from a nervous breakdown and at present 
able only to perform work of a routine 
nature, was given a grant to supplement 
his modest salary. A young member 
who also had had a breakdown was 
given temporary assistance, while a 
member in his fifties, a complete invalid, 
whose wife owing to illness was now 
unable to support him, was given a 
nomination for a housing unit of the 
Hanover Housing Association. Another 
member, in his sixties and crippled by 
an accident, was given a nomination for 
a place in a home of Crossways Trust. 

Two grants from the W. B. Peat 
Memorial Scholarship Fund were re- 
newed and the circumstances of 60 
beneficiaries were reviewed. 


ICWA COURSE ON 
MANAGEMENT AIDS 


An appreciation of management tech- 
niques — what they can do and how they 
are applied – is becoming more and more 
relevant to the work of the accountant in 
industry. 

With this in mind, a five-day residential 
course on management science in prac- 
tice will be held by The Institute of Cost 
and Works Accountants from February 
7th to rrth at the Bellhouse Hotel, 
Beaconsfield, Bucks. Aspects of opera- 
tional research, critical path analysis, 
marketing/distribution and linear pro- 
gramming will be covered, and there 
will be case histories to illustrate the 
principles. 

Application forms are available from 
the Courses Registrar, The Institute of 
Cost and Works Accountants, 63 Portland 
Place, London WIN 4AB. Fee is £80 


inclusive. 













CITY TRUST |. 
DISCUSSION GROUP 
At the next meeting of the City Trust 
< Discussion Group on December 14th at 
(6 p.m. at Chartered Accountants’ Hall, 
: Moorgate, the subject will be "The 
running of a trust department’ and Mr 
UG. Drew will be leading the discussion. 


IN PARLIAMENT 
Tax Avoidance Schemes 


Mr Jor: Вавметт asked the Chancellor 
- of the Exchequer if he will make a state- 
ment on the discussions he has held 
t with British Rail on its new equipment 
| financing scheme and the tax avoidance 
| arrangements incorporated therein. 

| Mr Parrick Jenkin: My right hon. 
- friend has held no such discussions. 

Mr Јов. Barnett asked the Chan- 
‘г сеПог of the Exchequer (1) how тапу 
public corporations have sought his 
advice on tax avoidance schemes relating 
to equipment financing; and if he will 
make a statement; 

(2) to what extent he is prepared to 
give advice to companies and individuals 
гоп tax avoidance schemes; and if he will 
“make a statement. 

Mr Parrick Jenkin: The Inland 
| Revenue does not give advice on tax 
avoidance schemes. 

2 Mr JoeL Barnett asked the Chancellor 
-of the Exchequer what is his estimate of 
"the possible tax loss to the Exchequer 
over the next ten years of the adoption by 
_ public corporations of the new equipment 
"financing scheme of British Rail on all 
_ purchases. 

по Mr PATRICK Jenkin: The figures for 
- which the hon. Member asks are not 
: available. 

2 Hansard, November 23rd, 1971. Writ- 
* ten answers, col. 309. 


Dollar Land Holdings Limited 


Мг Самт asked the Secretary of State 
"for Trade and Industry whether Һе 
accepts the finding of the Dollar Land 
auditors that its 1969 accounts do not 
represent a true and fair view, and will 
therefore appoint inspectors to investigate 
"the affairs of this company under section 
165 (b) (iii) of the Companies Act 1948, 
on the ground that there are circum- 
stances suggesting that its members do 


FOR C.A. 


EXAM 
PASSES 


principal 


not have all the information that they 
тау. reasonably expect. 

Mr ріку: The hon. member is mis- 
taken;. the auditors of Dollar Land 
Holdings Ltd state that they are unable 
to express an opinion whether the 
accounts show a true and fair view. There 
are no grounds for appointing inspectors 
under section 165 (6) (iii) in the present 
circumstances, 

Mr Cant asked the Secretary of 
State for Trade and Industry what action 
he will take in respect of the circum- 
stances in the accounts of Dollar Land 
Holdings Ltd showing that the company 
is in contravention of section 149 of the 
Companies Act 1948. 

Mr Крку: The accounts were quali- 
fied because the accounts of its sub- 
sidiary abroad, which is not subject to 
United Kingdom jurisdiction. were quali- 


INSTITUTE COURSES 


Value Added Tax 


'The Institute of Chartered Accountants 
in England and Wales and the British 
Institute of Management hac intended 
that their joint London and Manchester 
conferences in January (The Accountant, 
November 18th) should take eccount of 
the Value Added Tax Bill. As the pro- 
posed legislation is not now tc be pub- 
lished until the spring of 1972 it will 
obviously not be possible to discuss the 
legislation itself. 

However, both bodies believe that there 
is sufficient information about how value 
added tax will be applied in Great 
Britain for the conferences to 5e both 
useful and informative. Sessions origin- 
ally entitled "The framework of the ВІР 
and 'Questions left unresolved by the 
Bill’ have been revised and retitled "The 
tax in principle’ and ‘Some of the un- 
resolved problems’ respectively. "The 
remaining sessions cover ‘Documentary 
and accountancy problems for manage- 
ment' and 'Lessons from the Common 
Market’, with a panel discussien to 
complete the conferences. 

Applications to attend, in Londen on 
January 11th or in Manchester on January 
12th, should be addressed to The Institute 
of Chartered Accountants in England and 
Wales, Chartered Accountants’ Hall, 
London EC2R 6EQ. 


fied. I have no powers over companies 
not incorporated or not carrying on 
business in the United Kingdom. 

Mr CANT asked the Secretary of State 
for Trade and Industry what action he 
is taking to investigate why Dollar Land 
Holdings Ltd, in spite of the under- 
takings of its officers and former pur- 
ported officers, constantly contravenes 
section 148 of the Companies Act, and 
thereby, and in other ways, denies its 
members all the information they may 
reasonably expect. 

Mr RipLEv: І have secured that the 
company is not now in breach of section 
148 of the Companies Act 1948. I con- 
sider that at the present time the company 
has given its members all the information 
that they may reasonably expect. 

Hansard, December znd, 
Written answers, col. 162. 
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AND CONFERENCES 


For Teachersand Training Officers 


The Institute also plans to hold a 
further series of courses during 1972 for 
teachers of accountancy subjects, and to 
supplement this with a special course 
tailored to members who are responsible in 
their firms for the education and training 
of articled clerks. Four courses will be held 
in London, and one in Wolverhampton. 

The first course is on a non-residential 
basis from February 7th to roth, and will 
be held at Chartered Accountants’ Hall. 
The purpose of the course is to show 
methods of teaching certain selected 
subjects, all of which are central to the 
examinations of the Institute and of other 
accountancy bodies. 

Details of the remaining courses will 
be available in the near future. Members 
and teachers are invited to make early 
application so that particulars can be sent 
as soon as these have been settled. 

Applications for Course No. 1. from 
February 7th to roth, 1972, should be 
made now to: The Secretary (Education 
and Training), Chartered Accountants’ 
Hall, Moorgate Place, London EC2R 6EQ. 
The fee will be £7 per day, or £25 for 
the complete course. Members, teachers 
and others who would like to receive 
particulars at a later date of the other 
courses are invited to submit their names 
and addresses. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years © 
of postal tuition experience and over 205,000 passes, it assures your success in all the- 
Accountancy exams, and also in Barking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Insurance, Law, Local Govt, Marketing, Secretaryship, ne ~ 


Free 100-page book (without obligatioa) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 
DEPT АНЗ, TUITION HOUSE, LONDON SW19 405 _ 
Accredited by the Council for the Accreditation of Correspondence С. colleges 5 
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GREETINGS 


: To our many friends and readers at 
home and abroad we extend our 
good wishes for Christmas and the 


‘New Year. 
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What Next, Mr Chancellor 


TEE recent prompt denial of any further reflationary measures by M 
Barber was only to be expected. It is unlikely that the pre-Christma: 
trade will need any stimulus; the level of consumption expenditure 
nowhere near as low as the unemployment figures would suggest, in fa 
it is running at a high level. If there are to be any stimuli for consume; 
then the time to give them will be early in the New Year although, with th 
prospect of a March Budget, tax cuts can wait until then. 

Public concern with fiscal policy is understandable, not least since its 
effects are more obvious to the man in the street. But fiscal policy is onl 
one of the major weapons available to a reflationary Chancellor; just 
important, if properly used, is monetary policy. There is no lack of func 
to lend at the present time; the big banks are avidly seeking sound: bo 
rowers. 

The present situation is marked by two features, both of ETR a 
commented upon in the current issue of the Bank of England’s Quarterly 
Bulletin. The first is the fact that output is not increasing, despite risin 
consumption and exports, because industry is drawing heavily upon stocks 
To some extent this de-stocking may be attributable to firms’ desire to keep. 
as liquid as possible. It has, however, important implications for the pa 
of any recovery during the coming year for, as companies seek to re-build 
their depleted stocks, output should rise sharply. 

A new index in the Bulletin provides some measure of the extent to 
which there is current over-capacity. An index of capital utilization show 
since 1965, for each calendar quarter, an almost continuous downw: 
trend so that in the first three quarters of this year, there is just over 9 
per cent utilization. This new series, when matched with unemploymet 
data and figures of unfilled vacancies, seems reasonably reliable. It cei 
tainly lends credence to the view that the gross national product coul 
begin to grow at nearly 5 per cent per annum once the recovery gets und: 
way. The Government's problem is how that upswing can best be induced 
without further wage inflation and, more immediate, how to encourage 
business confidence for the future. : 

What is needed is some stimulus to persuade ће business community in 
particular that it is now time to take advantage of the banks’ readiness to 
lend. It is, at first sight, a matter for some surprise that Bank rate has not 
yet been reduced still further, not because the cost of borrowed money is so 
high in present inflationary conditions, but because of what a cut in Bank 
rate may signify to the private sector of the economy. It. is common 
knowledge that the importance of a change in Bank rate lies not in the 
size of the change itself, but rather the fact of the change. A further cut at 
the present time would indicate clearly the Government’s determination 
to reflate the economy and thus boost confidence. 

The trouble is that UK monetary policy has been directed, almost | 
continuously since the end of the Second World War, at external factors | 










affecting sterling rather than the state of the domestic 
economy. At the present time the UK, like other members 
of the Group of Ten, is jockeying for position and waiting 
to see what the outcome of those discussions will be. 
There is, however, a further problem of how long it will 
take for the stimulus of a change in monetary policy to work 
its way through the economy. In a new edition of his 
Hobart Paper, Money in Boom and Slump (YEA, 6op), 
Professor A. A. Walters makes two points relevant to the 
present discussion. 
‘The first, and more obvious, is that the supply of money 
does exert a significant influence on the level of activity 
f the economy. The second, and more important in terms 
of policy decisions, is that we know very little about the 
dynamic process by which real output and prices adjust 
:emselves, or are adjusted to the new long-run equilibrium, 
e., money stock. 
"Professor Walters notes, too, that the authorities have in 
recent years abdicated their responsibility for controlling 
e quantity of money in favour of regulating the interest 



































As the author observes, such a policy, whatever good it 
may do for the gilt-edged market, is likely to have adverse 
effects on the economy. The classic illustration of that 
policy was provided a quarter of a century ago by Dr 
Dalton in his cheap money drive. 

A further factor limiting the authorities’ freedom of 
action in the domestic economy is its apparent determina- 
tion at the present time to avoid any appreciation in the 
market rate for sterling. This limitation should disappear 
when the new exchange rates have been agreed by the 
Group of Ten, just as will some of the demand for sterling 
which has raised the UK external reserves to a post-war 
peak. The latest news from Brussels suggests that agree- 
ment is not likely to be delayed much longer. 

The most effective means of raising the nation's rate of 
economic growth will be provided when the Chancellor 
and his colleagues convey convincingly to the business 
community that they have a clearly conceived policy 
for reflation and that thev are not, as were previous 
administrations, merely responding to events with ad hoc 
measures. 





rate structure for purposes of effective debt management. 



























CURRENT AFFAIRS 


| MEMBERS of The Institute of 
Chartered Accountants of Scot- 
land have, over the years, established 
for themselves something of a repu- 
tation as a distinctive breed; but a 
City firm which recently used the 
term ‘Scottish chartered accountants’ 
ina published advertisement has now 
been warned by the Race Relations 
Board, apparently in all seriousness, 
of the potentially awful consequences 
_ of publishing ‘an advertisement which 
can be reasonably understood as 
indicating an intention to do an act of 
discrimination', contrary to section 6 
of the Race Relations Act 1968. 
In a letter to The Times last Mon- 
day, the advertiser described the 
Board's attitude, with commendable 
restraint, as 'footling interference’, 
and pointed out that words such as 
‘Scottish’ or ‘Welsh’ might have a 
- descriptive and functional meaning. 
| Thus, we trust, the secretary of a 
< recent formal dinner at which The 
“Accountant was represented is in no 
imminent peril of prosecution for the 
ingusion of Agneau Roti à Г Anglaise 
on the menu - though, to be sure, 
another recent target of RRB in- 












Distinctive Race? 


terest was an expatriate Scot who 
wanted, in all sincerity, a ‘Scottish 
cook’ to prepare porridge in the 
fashion to which he was accustomed. 

A spokesman for the RRB claimed 
later that The Times letter had 
‘jumped the gun’; the Board had never 
asserted that the advertisement was 
unlawful, and in the light of explana- 
tions now received it appeared to be 
a perfectly proper one. It was further 
stated that the RRB was obliged to 
pursue any complaint of apparent 
discrimination, and that recipients of 
an inquiry sometimes construed it as 
an accusation. 

Membership of the Scottish In- 
stitute, of course, includes men and 
women of many different races, creeds, 
colours and religions. A letter from 
its Secretary, Mr E. H. V. McDougall, 
to the RRB pointed out that the term 
‘Scottish chartered accountant’ had 
been applied since 1854 to chartered 
accountants qualified in Scotland. 
When this issue of The Accountant 
went to press on Tuesday, this letter 
dated December 1st had not been ac- 
knowledged - much to Mr McDougall’s 
annoyance. 


Civil Service Overseas 
Pay Taxable 
HE precise scope of the charge to 
Schedule E tax on British civil 
servants was considered in Graham v. 
White, judgment in which was de- 
livered on December 6th. 

The Finance Act 1956, Schedule 2, 
paragraph 6 (now Taxes Act 1970, 
S 184 (3)) provided that for the pur- 
poses of Cases I and II of Schedule E: 

'the duties of any office or employment 

under the Crown which is of a public 

nature and the emoluments of which 
are payable out of the public revenue 
of the United Kingdom or Northern 

Ireland’ 
are to be treated as performed in the 
United Kingdom. Relying on this, 
the Inland Revenue assessed Mr 
Graham under Schedule E on re- 
muneration earned by him abroad. 

He was a permanently established 
civil servant of the industrial class 
but was holding a post in the technical 
class on a temporary basis. He 
appealed on the ground that his 
duties were not ‘of a public nature’. 
He had no right to remain in the 
technical class, having no professional 
qualifications. His argument was that 
the phrase was confined to duties of 
persons in authority; ministers, per- 
manent secretaries and persons of 
director status. 

Megarry, J., said The 


Times, 
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December 7th, that the statute con- 
templated that there must be em- 
ployments under the Crown not of a 
public nature; but the Crown had 
said that these were confined to 
employments such as an ambassador's 
valet. In his lordship's view, Mr 
Graham's duties were of a public 
nature and his emoluments were 
accordingly taxable, notwithstanding 
that the duties were performed wholly 
abroad. 

His lordship also noticed that the 
practice was not to tax unestablished 
civil servants in such circumstances, 
although their allowances were abated. 


Institute Council 


Appointment 
R JAMES FORBES, F.c.a., 
finance director of Cadbury 


Schweppes Ltd and deputy chairman 
of their Overseas Group, has been 
appointed to the Council of The 
Institute of Chartered Accountants in 
England and Wales. 

A 48-year-old Scot, James Forbes 





was educated at Christ’s Hospital, 
Horsham, from where he went straight 
to the Officers’ Training School in 
Bangalore, India, in the early part of 
1942. For the latter part of his service 
he was a Deputy Assistant director of 
Ordnance Services at GHQ (I). 

After qualifying in 1951 he spent 
six and a half years with Peat Marwick 
Mitchell & Co in London. In 1958 
he was recruited for Schweppes by the 
late Sir Frederic Hooper, becoming 
chief accountant of their subsidiary, 
L. Rose & Co, before moving to the 
centre at the beginning of 1960 as 
operational research manager. He was 
made group chief accountant of 
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Schweppes Group in 1963 and comp- 
troller the following year, when he 
also became a director of Schweppes 
Home Ltd and Schweppes Foods Ltd. 

On the merger with Cadbury, Mr 
Forbes became secretary and financial 
adviser, joining the main board of 
Cadbury Schweppes Ltd as deputy 


finance director in 1970. Earlier this © 


year he was invited to take on the 
deputy chairmanship of the Overseas 
Group in addition to becoming finance 
director. 

He also serves on the Metrication 
Board’s Steering Committee for the 
distribution, food and consumer goods 
industries, and he recently acted as 
course director at the [Institute's 
successful course оп ‘Financial 
Strategy’ at Eastbourne, on which 
there is a report elsewhere in this issue. 

Married, with two sons, Mr Forbes 
plays golf as a leisure activity and 
maintains his Scottish interests 
through membership of the Caledonian 
Club and Highland Society of London. 


Creditor Must Pay 
Debtor’s Tax 


HE Inland Revenue’s claim as — 


preferential creditors of Compton · 


and Ecclestone Ltd, a company in 
liquidation, was upheld in the High 
Court last week. 


The company had granted a deben- | 
ture to a bank, which transferred the _ 
debenture to a Mr Ecclestone. Unable - 
to obtain payment, Mr Ecclestone | 


appointed a receiver, Mr Goldblatt. 


Later he removed the receiver and . 
required him to hand over the com- - 
pany's assets to a value of £6,314. | 
The Inland Revenue, as preferential | 


creditors of the company for £9,707, 
sued Mr Ecclestone and Mr Goldblatt. 

Goff, J (The Financial Times, 
December 9th), held that 


Мг. 
Ecclestone should pay to the Inland | 


RATS I виа 


Revenue what the receiver ought to . 


have paid them. He gave judgment - 


accordingly with 5 per cent interest 
from May 1967. 


Industrial Training Boards 


E most ad hoc institutions in our 
society, the Industrial ‘Training 
Boards, currently 27 in number, have 
attracted both praise and criticism. 
In consequence of the latter rather 
than the former, the Department of 
Employment has for some months 
been examining the entire structure 
of industrial training, including the 
method of financing these boards and 
their role. A consultative document is 
being drawn up within the Depart- 
ment and is expected to be published 
early next year. 

If the comments of Mr Hugh 
Scanlon, President of the  Amal- 
gamated Union of Engineering 
Workers, to the national executive of 
the Confederation of Shipbuilding 
and Engineering Unions, are any 
guide, the Government contemplates 
scrapping the system of grant-aided 
industrial training schemes. ‘This, 
Mr Scanlon declared, would lead to 
the collapse of many of the existing 
special training boards and return 
industry to the ‘bad old days’ in 
relation to training. In particular, Mr 
Scanlon believes that the Government 
may recommend a voluntary training 
scheme in place of the existing one 


based upon a statutory levy — a 


feature which has attracted so much ~ 


criticism from firms who consider | 


any benefits they derive from the 


scheme are nebulous in relation to - 


the costs incurred. 


The Confederation of British In- . 


dustry, on the other hand, recognizes . 


the merits of industry-based training | 
with joint discussion between the — 
unions and employers, as well as . 
consultation with educationalists. Any — 
such training scheme should com- . 


mand the confidence of all section of 
industry and, for this reason, the CBI 
is opposed to a central authority 
directing the activities of the training 
boards. 

Mr Campbell Adamson, Director- 
General of the CBI, has urged the 
exemption of small firms (a view 
supported by the Bolton Committee) 
who have been vocal in their criticism 
of substantial costs and negligible 
benefits. In particular, he questioned 
the need for 27 boards and whether 
there was not a case for merging and 
rationalizing a number of them, 
since some might never achieve an 
effective working relationship with 
industry. 
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Effects of Price Control 


HERE is some evidence, if one 

looks for it, to suggest that the 
rate of price and wage inflation during 
the last six months has slackened 
slightly. According to Mr Campbell 
Adamson, Director-General of the 
Confederation of British Industry, 
the annual rate of price increase 
between November 1970 and May 
this year was equal to 11:3 per cent; 
between April and October this de- 
clined to an annual rate of 6-7 per 
cent. 

A significant factor in the opinion 
of Mr Campbell Adamson was the 
СВГ initiative last July in persuading 
member-companies to restrict their 
price increases to 5 per cent. Nearly 
goo member-companies agreed to 
support the policy and, in the last 
four months, there have been only 
two companies which, in the opinion 
of the CBI, have breached this 
limit without adequate justification. 
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Bearing in mind the consequences 
for the profit margins of companies 
failing to keep their prices abreast of 
the inflation, Mr Campbell Adamson 
is of the opinion that industry has 
done its share in seeking to counter 
inflation. Now, he avers, it is up to the 
trade unions, who have had time to 
see the effectiveness of the CBI’s 
initiative, to contribute something to 
price stability. 


Compulsory Insurance 


MALL practitioners — and larger 

firms too, for that matter — who 
employ any staff other than members 
of their immediate families may find 
themselves risking a fine of /200 
рег day from January 1st, 1972 - 
the effective date of the Employers’ 
Liability (Compulsory Insurance) Act 
1969 (The Accountant, August sth). 


Under the Act, employers are required 
policies of 


to maintain approved 
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insurance, for not less than £2 
million in respect of any one incident, 
against the risk of injury or illness to 
employees as a result of an employer's 
negligence 

Many firms, of course, already 
hold employers' liability policies, and 
will have been apprised by their 
insurers at normal renewal of the 
Act’s specific requirements. Others 
should note that the definitions of 
‘business’ and ‘employee’ are very 
wide; ‘business’ includes any trade 
or profession, and an ‘employee’ may 
be any person subject to a contract 
of service or apprenticeship, whether 
for manual labour, clerical work or 
otherwise. Firms of accountants should 
therefore take immediate steps to 
ensure that adequate cover exists in 
respect of their staff and articled 
clerks. 

'The principal requirements of the 
Act are featured in an article elsewhere 
in this issue. 








Cash Planning for 
Smaller Businesses 


LOSE control over liquidity has 

become one of the most important 
functions of a company's management, 
and to assist members in medium-sized or 
smaller companies, The Institute of Char- 
tered Accountants in England and Wales 
held a three-day course at Churchill 
College, Cambridge, last week. 

Top left. Mr D. N. Walton, F.C.A., a 
Council observer, right, talking to Mr 
S. M. Butler, F.C.A., a course member. 
Above. Mr J. C. Roberts, M.A., A.C.A., 
the course director, right, and Mr J. B. B. 
Pollard, the assistant courses officer. 
Left. Mr P. C. Hogan, F.C.A., right, with 
Mr J. H. Penney, A.C.A., /eft, and Mr 
C. P. Tillin, B.Com., A.C.A. 
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The Indian Economy 


ТЕ spectacle of two of the poorest 
nations of the world dissipating 
precious resources on a_ senseless 
war is, not to put it more strongly, 
depressing. The extent of India’s 
basic economic problems, her post- 
war efforts at economic planning, her 
reliance .on external aid, and with 
what results for the mass of the 
Indian population, are critically as- 
sessed in a research monograph from 
the Institute of Economic Affairs 
entitled India: Progress or Poverty? 
The author, Miss Sudha R. Shenoy, 
a young Indian economist, has brought 
together a considerable volume of 
data relating to the main aspects of 
Indian economic development. She 
makes some critical assessments of 
successive efforts to plan the Indian 
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_ economy, observing that we now have 


the spectacle of the world’s largest 
industrial nation — the USA – feeding 
the largest agricultural nation! The 
concentration of the centralized plan- 
ners on a policy of industrialization 
has been misguided on. two counts, 
charges Miss Shenoy. Thus, the build- 
up of a heavy industrial base has 
merely altered the structure of im- 
ports and not the level. Production 
costs of industries designed to provide 
import substitutes are as much as 
100 per cent higher than the prices of 
superior imported products. 

An even more serious consequence 
of the misdirection of the planning 
effort has been the decline, or at 
least the retarding, of agricultural 


development. More than four-fifths | 


of the Indian population is rural and 
dependent on agriculture; yet the 
planning authorities have poured new 
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investment not into improving the 
agricultural system, but into inefficient 
industries. 

Superimposed upon these ill-con- . 
céived plans — attributable not only 
to the Indians but also to their 
Western advisers — is the lack of an 
efficient Civil Service. Official com- 
mittees of inquiry have reported on 
mismanagement, waste, over-staffing, 
under-utilization of capacity, pilferage, 
and corruption — a charge which Miss 
Shenoy endorsed in the course of 
the BBC’s Today programme earlier 
this week. 

Doubtless it may be argued that 
the progress made in relation to 
India’s massive problems, has been 
considerable. This is true; the question 
remains, however, whether it could 
not have been still more impressive 
with a little more forethought and less 
mismanagement. 





THIS IS MY LIFE 


Nobody Knows Now 


: by An Industrious Accountant 


HEN the board meeting finished, the chairman asked 

me for some details of the length of service of various 
past and present directors, so the two of us stayed on for a 
time. He obviously wanted to gather some back-up 
statistics for his farewell speeches, so I thumbed through 
old minute-books while he scribbled notes on foolscap 
sheets and muttered to himself. 

'The afternoon darkened rapidly, and I switched on the 
big centre lights. Their radiance was reflected back from 
the relics of the past on the walls around us. There was the 
silver plaque presented by the senior staff on the com- 
pany’s fiftieth anniversary, the gold lettering on the 1914- 
1918 Roll of Honour, and the inscribed certificate of an 
award won at some Edwardian trade exhibition. Also, 
of course, there were the photographs. 

It was a pity, I remarked, that several pictures bore 
neither name nor date. That big photo, for example, 
showing a staff summer picnic on a river bank, was un- 
identifiable. It probably dated from the twenties, judging 
by the girls’ low-belted frocks and the two Eton-cropped 
flappers, but I hadn’t a clue as to the names of the im- 
pressive group in the centre — demonstrably top manage- 
ment, with their cigars and toppers. 

The chairman grunted assent. It was a pity we'd never 
thought of writing a company history, he said, blandly 
forgetting the times when my suggestion of just such an 


enterprise had been rejected. He looked at the picture, 
putting names nostalgically on several dead and gone 
faces, then pointed to a tall debonair figure in flowing 
cravat and snow-white flannels. 

‘Biggest risk I ever took in my life came years after- 
wards, when I sacked that glib swindler’, he reminisced. 
‘He and his clique of rowdies were bleeding the company 
white — and I was younger, and practically on my own. My 
family begged me not to fight him; our bank manager 
warned me it might mean bankruptcy. It was а damn’ . 
close-run thing.’ 

*Nobody's left who knows the full story’, he reflected. 
“We held the meeting here, all the knives out. I challenged 
him to sue me, but he sat back in that very armchair, 
twisting his fingers, glaring, speechless. Then suddenly 
old Raymond spoke out loyally to support me, and the 
whole crooked crowd caved in.’ 

He put his papers together, and we strolled down to the 
first-floor staircase. Around us the pre-Christmas crowds 
jostled and thrust their way through the store. They didn’t 
know or appreciate it, naturally, declared the chief, gazing 
fondly around at them, but there’d be no store here today, 
no careers or jobs for all our people, if he hadn’t faced up 
to that scoundrel years ago. And the cream of the joke 
was that nobody had spotted that his trump card — his 
proxy — was mis-dated! 

He was still chuckling when two hefty teenagers in 
school scarves bumped violently into him and sent him 
staggering. They apologized handsomely, helped him to a 
chair, and gathered his scattered papers. 

Some smart young matrons, be-ringed, be-furred, and 
be-trousered, glanced round casually from 'T'winsets. One 
asked, ‘Who’s the victim?’ Another answered, ‘Oh, some 
poor old clerk; just look at all those papers.’ 

The chairman grinned wryly at me. ‘No, they just dón't 
know’, he murmured. 
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The Government's Pension 


Proposals 


by KENNETH J. BURTON, F.L.A. 


AKING time off from the current session's heavy 

' legislative programme, Parliament is likely soon to 
discuss the Government's recent White Paper ‘Strategy for 
Pensions’ (Cmnd 4755, The Accountant, September 16th). 
The subject of this White Paper was not mentioned in the 
Queen's Speech. A Bill to give effect to Sir Keith Joseph's 
proposals for altering the National Insurance Scheme will 
now almost certainly be introduced during the 1972~73 
session of Parliament, with the intention that they should 
come into operation on April 6th, 1975. 

As was the case with Mr Crossman's projected national 
superannuation scheme introduced in January 1969, there 
has been a general welcome for Sir Keith Joseph's scheme. 
As the details receive closer scrutiny, it must be expected 
that the chorus of congratulation will give way to keener 
critical comment. 


Differences of approach 


The basic differences of approach between the two schemes, 
so far as employed persons are concerned, may be sum- 
marized as follows: 


(a) Under Sir Keith Joseph’s scheme a complete separation 
would be effected between flat-rate benefits and earnings- 
related benefits, which would be provided under a so-called 
‘reserve’. scheme, whereas Mr Crossman’s scheme 
ostensibly provided for benefits to be earnings-related 
only. Mr Crossman proposed, however, to have separate 
contributions and separate funds for pension and death 
benefits on the one hand, and for unemployment, sickness 
and other benefits on the other. 


(6) The benefits would be determined on an entirely different 
basis under Sir Keith Joseph’s scheme, the effect of this 
being that the pensions of those retiring in the more 
distant future would be likely to be larger, and of those 
retiring in the more immediate future smaller, than under 
Mr Crossman’s scheme. 


(c) Under Sir Keith Joseph’s scheme flat-rate benefits, as well 
as earnings-related benefits, would be supported by 
separate earnings-related contributions levied on earnings 
up to r$ times national average earnings. Contributions 
would be levied at a higher percentage rate on employers 
than on employed persons. Mr Crossman's scheme 
provided for the contributions of employers and em- 
ployed persons to be at the same percentage rate, although 
those of employers would have been payable without 
limit of earnings, while those of employed persons would 
have been levied on the same range of earnings as under 

* Sir Keith Joseph's scheme. 


(d) While the total percentage rate of contribution payable by 


employed persons would be the same at.the outset under 
Sir Keith Joseph's scheme as under Mr Crossman's 
sckeme, contributions should not be increased in future, 
except to the extent that national average earnings 
increase, whereas those under Mr Crossman’s scheme, 
exoressed as a percentage of earnings, would have 
increased steadily for as far ahead as could be foreseen. 


(e) Under Sir Keith Joseph's scheme full earnings-related 
pension benefits would be payable only to those under age 
21 at its commencement in 1975, whereas under Mr 
C:ossman's scheme they would have been payable to 
tkose who reached pension age 20 years after the scheme 
ceme into operation. 


(f) Under Sir Keith Joseph's scheme, the level of flat-rate 
benefits would be revised every two years so as at least to 
preserve their purchasing power. Earnings-related bene- 
fxs would not be similarly revised, but it is expected that 
it would be possible to increase them by reference to the 
investment performance of the fund of the reserve 
scheme. Under Mr Crossman's scheme there was auto- 
matic provision for the level of benefits up to the time of 
retirement to rise in the same. proportion as national 
zverage earnings, and his scheme provided for their 
revision thereafter, аа so as at least to preserve their 
purchasing power. 


(g) Under Sir Keith Joseph's scheme it would be possible for 
an employer with a suitable pension scheme to obtain 
‘recognition’ of his scheme, so that he and his employees 
would be exempted from liability to contribute for 
earnings-related benefits under the reserve scheme. Mr 
Crossman proposed to permit partial contracting-out of 
his scheme, involving payment of a lower percentage rate 
of earnings-related contributions, the abatement repre- 
senting the ‘commercial cost’ of providing part of the 
earnings-related pension benefits from the employer’s 
own pension scheme instead of from Mr Crossman's 
scheme. 


The background 


The background against which the new proposals have to 
be considered has changed little during the period which 
has zlapsed since January 1969, except for some extensions 
to the National Insurance scheme already introduced, and 
for zhe fact that the underlying problems of the finances of 
the National Insurance scheme are bound to increase in 
magnitude, the longer a radical recasting of the scheme is 
pos:poned. ; 

The Government’s proposals can conveniently be con- 
sidered under the following headings: 


(1) revision of the basic National Insurance scheme so as to 
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finance flat-rate benefits by earnings-related contributions; 


(2) introduction of a reserve scheme of earnings-related 
benefits to supplement the flat-rate pension benefits 
provided by the basic National Insurance scheme; 


(3) recognition of employers’ pension schemes, thereby 
conferring exemption from liability to contribute to the 
reserve scheme; 


(4) preservation of benefits in employers’ pension schemes 
for those who change their employment; and 


(5) establishment of new administrative machinery in con- 
nection with items 2, 3 and 4 above. 


Basic national insurance scheme 


Almost from the inception of the present comprehensive 
National Insurance scheme, which came into operation in 
1948, there has been a constant financial problem inherent 
in the scheme, due to the fact that outgo on benefits has 
continuously increased faster than income from contri- 
butions. Initially, there was a large number of people who 
did not qualify for pensions under the new scheme so that, 
with the passage of time, a steadily increasing proportion of 
those reaching retirement age bave so qualified. Moreover, 
the age structure of the population was such that the num- 
ber reaching retirement age has also grown from year to 
year. 

Inflation has been persistent since the time the scheme 
came into operation. То offset the effect of this, frequent 
increases have been made in the rates of benefit. Con- 
currently, contributions have also been increased so as to 
maintain an approximate balance between outgo on bene- 
fits and income from contributions. In the course of time, 
it became unduly onerous on lower-paid employees to 
increase contributions proportionately to benefits. 

This situation gave rise to the introduction of the gradu- 
ated pension scheme, which came into operation in a modest 
way in 1961. Contributions were levied as percentages of 
earnings between £9 and {15 per week at a rate sufficient 
to balance current income and outgo of the National 
Insurance scheme as a whole. In order, however, to 'sugar 
the pill’ of these earnings-related contributions, those who 
paid them were promised an additional ‘graduated pension’ 
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directly proportional to the earnings-related contributions 
they paid over their working lifetimes. 

Sinicé 1961 several increases have been made in the range 
of earnings over which graduated contributions are levied. 
Were the scheme to continue in its present form, very large 
future liabilities for pensions would be built up, and there 
would be a constant escalation of contributions and bene- 
fits to keep the income апа ошро of the scheme in balance. 
Already the annual ratelof accrual of graduated pension 
benefits can be more thai 4: 3 per annum, а charge which 
will fall on future ‘generations of contributors and tex- 
payers. 

The Government now proposes that flat-rate benefits 
should be financed by contributions, in the case of eni- 
ployed persons at the rate of 51 per cent of earnings from 
the employed person, and 7} per cent from his employer, 
of his earnings for PAYE purposes up to one and a half 
times national average earnings. Payment of these contribu- 
tions would not secure any earnings-related pension. 

Flat-rate contributions would be maintained for self- 
employed persons, but those not employed would no longer 
be required to contribute. As will be seen from Table I 
below, the flat-rate contributions to be paid by self- 
employed persons would involve substantial increases even 
over the considerably larger contributions which have 
been payable by them since September 1971. The proposed 
contributions are even greater than the individuals con- 
cerned would be required to pay if, as employed persons, 
they were members of the reserve scheme receiving the 
benefits from that scheme, which would not be available 
to them as self-employed persons. 

Moreover, the excess contributions payable by self- 
employed persons in relation to employed persons is 
greater the smaller their earnings. Ít is difficult to see on 
what grounds the Government should be seeking to put a 
heavier burden on self-employed persons with small 
incomes, such as small shopkeepers. 


Reserve scheme 


The White Paper proposals provide that, unless an em- 
ployed person is a member of his employer's pension 
scheme which satisfies the relevant conditions to be des- 
cribed later so as to become recognized, he must become a 


TABLE I 
Contributions as percentage of weekly earnings of 
£10 £20 £30 £42 
Present New Present New Present New Present New 
scheme scheme scheme scheme scheme scheme scheme scheme 
Employed men: 
Contracted-out IO'IO — 5°75 — 5:30 — 4°95 x: 
Not contracted-out 9°40 — 7'10 — 6:17 — 5:60 = 
Exempt — 5:25 == 5°25 =F 5°25 = 5'25 
Not exempt — 6-75 — 6°75 — 6-75 — 6-75 
Employed women: 
Contracted out 8-40 — 4°90 — 4°63 — 4'55 — 
Not contracted-out 8-10 E 6:45 — 5°73 — 5:29 = 
Exempt 5°25 == 5°25 = 5'25 = 525 
Not exempt — 6-75 — 6-75 — 6°75 — 6°75 
Self-employed men 15:00 15:00 7°50 7°70 5:00 6-80 3°57 6:20 
Self-employed women 12:50 12:50 6:25 6-45 4:17 5:97 2:98 5:69 
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member of a ‘reserve’ scheme to be administered by a 
statutory board of management. In this event, he would be 
required to pay contributions under this scheme of 14 per 
cent of his earnings for PAYE purposes up to the same limit 
as for the basic flat-rate scheme, and his employer would be 
required to pay contributions of 2$ per cent of such 
earnings. 

Table I shows the contributions, according to different 
levels of earnings, payable by employed and self-employed 
persons under the present National Insurance scheme and 
under the proposed new scheme according, in the case of 
employed persons, as they are or are not contracted-out of 
the existing graduated pension scheme, and would or would 
not be exempt from membership of the proposed reserve 
scheme. 


No tax relief 


It is intended that — unlike contributions to an employer's 
pension scheme, if this receives the approval of the Inland 
Revenue — the earnings-related contributions of employed 
persons, whether for flat-rate benefits or to the reserve 
scheme, would not attract any specific tax relief. This is in 
conformity with the present position in regard to the 
National Insurance scheme. 

At опе time an employed person received tax relief on the 
part of his contributions towards flat-rate benefits which was 
regarded as applicable to retirement pension benefits, on 
the grounds that these benefits are subject to tax. When the 
graduated pension scheme was introduced, the question 
was considered as to whether relief should be given on the 
earnings-related contributions. 

The Inland Revenue, however, would have found the 
administrative task of coding and subsequent assessment 
unduly troublescme for the amount of tax involved. 
Employers were unwilling to deduct contributions from pay 
‘before applying the PAYE procedure so as to give auto- 
matic tax relief. Ín these circumstances, the Government 
decided to give a flat-rate allowance in respect of National 
Insurance contributions for all employed persons. A few 
years later, this allowance was merged with the ordinary 
personal allowance — at a time when National Insurance 
coritributions were, however, at a much lower level than at 
present. 

It is to be expected that the Government will be under 
pressure from some quarters to give tax relief at least in 
respect of the contributions to the reserve scheme so as to 
remove the disparity' in treatment between the reserve 
scheme and an employer's pension scheme at present 
inherent in the proposals. If a concession were to be made 
in respect of contributions to the reserve scheme, it would 
be illogical not to extend it to those for flat-rate benefits. 
Such an extension would be very expensive to the Ex- 
chequer. 


Benefits 


The contributions to the reserve scheme would be applied 
to secure pension benefits for the member — and, in the case 
of a married male member, also for his widow — according 
to pre-determined assumptions as to various factors. The 
most important of these is the yield obtained on the 
investment of the contributions. The pension benefits for 
the member would be as set out in the following Table II: 
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Pension per annum payable to the 
member from age 65 in the case of 
men and 60 in the case of women 
secured by each [10 of contributions 


Age last birth- 
day at end of 
tax year in which 
contribution 15 


paid paid by the member and his employer 
at the age shown 
Man |... Woman 
| £ £ 
2I еа E .. 4:68 317 
25 E T .. 4'00 2770 
30 E ES 333 2:29 
35 2 o .. 2°76 1:87 
40 jx - .. 229 1°56 
45 T = .. 1:92 1:30 
50 R HA .. 161 1°04. 
55 ex js 5s 4530 83 
60 . 1:09 — 


From this table it will be seen that the pension benefits 
to be secured by contributions paid at younger ages would 
be much larger than those secured by contributions paid at 
older ages, by virtue of the longer period during which the 
income from the investment of the contributions will 
accumulate before the benefits become payable. It is 
proposed that the benefits, as determined from this table, 
should be increased by bonuses from time to time, accord- 
ing to the investment performance of the board of manage- 
ment. The determination of the amount of these bonuses 
would be bound to be on a somewhat arbitrary basis, unless 
simplicity in their determination and administration were 
to be sacrificed. 


Comparative benefits 

Comprehensive comparisons between the benefits provided 
under the present National Insurance scheme and under 
Mr Crossman's and Sir Keith Joseph's schemes are not 
possible. Table III, however, shows the pension which 
would be payable to a man, according to different levels of 
earnings assumed to be maintained throughout past and 
future working life, under: | 


(a) the present National Insurance scheme, if he retires in 
. April 1975; 

(6) under Mr Crossman's scheme, if he retires in April 1995; 

(c) under Mr Crossman’s Scheme, if he retires in April 2019; 


(d) under Sir Keith Joseph's scheme (including the reserve 
scheme), if he retires in April 1995; and 


(e) under Sir Keith Joseph's scheme (including the reserve 
scheme), if he retires in April 2019. 


TABLE III 
Weekly pension 
Weekly 

earnings (a) (b) (c) (d) (e) 
£ £ £ £ £ £ 
IG. - us e 624 6-1 6°0 2 10-1 
20  .. .. JO Iro 10:2 92 14-5 
36:7. ow cm Wn 13-5 12:9 10:7 18-8 
42. .. seo ТУ 172 16-2 124 24-0 
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The foregoing comparison has been made on the basis 
that Mr Crossman’s scheme would have come into opera- 
tion like Sir Keith Joseph’s, on April 6th, 1975, and that 
national average earnings would remain constant at the 
present level of about £28 per week. Allowance has been 
made in all cases for the graduated pension which would 
accrue until 1975 under the existing National Insurance 
scheme. 


Investment problems 


It is envisaged in the White Paper that the fund of the 
reserve scheme might very well reach the figure of £5,000 
million by the end of this century. The possibility of a fund 
of this size being administered by a single board of manage- 
ment is a disquieting prospect, however well-chosen the 
members of the board may be, and whatever safeguards 
may be built into the је Ион to protect the board from 
political influence. 

It will be recalled that, at the end of the Second World 
War, the then government was able to use the much smaller 
sum then available in the Unemployment Insurance Fund 
for purchases in the gilt-edged market, in the pursuit of its 
cheap money policy. The fund of the reserve scheme might 
similarly be used for extraneous purposes to support the 
market in government stocks or to acquire substantial 
holdings in the ordinary shares of particular large public 
companies so as to give the government a more direct 
influence than would otherwise be possible in their manage- 
ment. In any event, any board having the duty of investing 
a fund as large as the total of those of the country's biggest 
half-dozen life assurance companies would be faced with 
formidable problems. 

The most obvious way of reducing the magnitude of 
these problems would be to arrange for the reserve scheme 
not to be operated by a single board of management, but 
by a number of bodies each having a separate franchise for 
this purpose. 

There is a precedent for dealing with National Insurance 
arrangements in this way. From its inception, the original 
National Health Insurance scheme, providing sickness and 
disability benefits, was operated through approved societies 
sponsored, in many cases, by existing friendly societies and 


by industrial assurance companies. These approved societies. 


were swept away when the National Insurance scheme was 
established after the war on the basis af the Beveridge 
Report. 

The main reason for doing this appears to have been that 
these arrangements had not proved satisfactory for insured 
persons in occupations subject to a serious health hazard. 
Such persons had difficulty 1n securing admission to many 
societies, and those which catered specially for them were 
unable to meet the cost of the benefits from the contribu- 
tions applicable to the scheme as a whole. The finances of 
the reserve scheme would not, however, be prejudiced by 
any special health hazard which might attach to particular 
sections of the employed population. 


Franchises and sponsors 


'The citing of this precedent is not intended to imply that 
only friendly societies and industrial assurance companies 
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would be suitable to sponsor bodies for the purpose of the 
reserve scheme. Additionally, among the bodies which 
might be considered as suitable sponsors are other life 
assurance compahies, banks, building societies, trade 
unions and employers’ organizations. The attraction tc 
sponsors would be the same as was the attraction to in- 
dustrial assurance companies and friendly societies to set'up 
approved societies, i.e., it would put them in contact with 
persons who might wish to have the services of the sponsors 
in their ordinary fields of activity. 

Any body seeking a franchise would be required to main- 
tain a fund which was entirely independent of its sponsor, 
in the hands possibly of trustees or of a separate corporate 
entity. 'T'he granting of franchises could be in the hands of 
the Occupational Pensions Board (to be described sub- 
sequently) which the Government contemplates setting 
up in connection with its proposals. It would only grant a 
franchise to a body which it was satisfied had the necessary 
management and investment expertise available to it, 
and it is not contemplated that franchises would be 
extended to anything like the same number of bodies as were 
concerned, as approved societies, in the former National 
Health Insurance scheme. 

Each enfranchised body would submit its annual 
accounts, and presumably also a periodical actuarial report 
on its operations, to the Board. The Board would be able 


‘to rescind a franchise if it had any reason to apprehend that 


the body was no longer suitable to have it. 

As. with the approved societies, such a body would be 
allowed to apply to its own expenses of management a 
small fixed percentage of the contributions it received, after 
the cost of their collection by the Inland Revenue had been 
met. It would also be able to grant increased benefits 
according to its success in investing its funds, subject to 
its satisfying the Occupational Pensions Board that the 
increases were justified. 

Any employed person who was not a member of a re- 
cognized scheme would be able, when he first became liable 
to contribute to the reserve scheme, to choose the body to 
which he wished contributions made by and in respect of 
him to be paid. He might also have the option each year, or. 
a date related to the income tax year, to leave one body and 
join another. 


By this means the following advantages would be secured: 


(a) the investment of the contributions to the reserve scheme 
would be in the hands of several mutually independent. 
bodies; 


(b) these bodies would also be independent of government, 
inasmuch as they would be managed by persons appointed 
by their sponsor and not by the Secretary of State; 


(c) each employed person would be given a choice as to the 
body to which he belonged; and 


(d) there would be the prospect of competition between the 
bodies. 


In the next article the conditions for recognition, the 
preservation of benefits of employees leaving service, and 
the proposed new administrative machinery will be con- 
sidered. 


(To be concluded.) 
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Financial and Accounting 
Responsibilities of Directors 


by DOUGLAS GARBUTT, A.C.l.S., A.C.W.A., A.M.B.I.M. 


A DIRECTOR is an agent having a fiduciary relation- 

ship to a company which is his principal. Whilst there 
is no general definition of ‘directors’ in company law, nor 
any precise statement of their powers and duties, they are 
generally responsible for the management of the business 
of their company. Their duties may be collective, as 
members of a board, or several; and both joint and several 
when acting as agents of the company. 

Whilst directors’ duties and responsibilities arise pri- 
marily from the Companies Acts of 1948 and 1967, there 
are also duties and responsibilities under the general law, 
concerning directors’ fiduciary relationships with their 
company. For instance, they have a general duty to ensure 
proper management, safeguarding of assets and to exercise 
reasonable care and judgment in carrying out these func- 

‚ tions. As the Jenkins Report recommended: ‘A director 
of a company should observe the utmost good faith to- 
wards the company in any transaction with it or on its 
behalf, and should act honestly in the exercise of his 
powers and the discharge of the duties of his office.’ 

However, there is a variety of other duties and res- 
ponsibilities of varying moral and social force, which do 
not generally have legal basis, but which directors may well 
wish to observe. The requirements of the Federation of 
Stock Exchanges afford one such example; there are other 
sources of such recommendations, such as the Government, 
the City Panel on Take-overs and Mergers, and trade 
associations. 


Stock Exchange requirements 


Before a company’s shares or debentures can be quoted 
on a recognized Stock Exchange, it is necessary to meet the 
criteria laid down by the exchange for a quotation, and for 
the directors to sign certain undertakings. 

The general requirements of the Federation of Stock 
Exchanges are published in ‘Admission of Securities to 
Quotation'. Companies must have an expected market value 
of at least £250,000, and any one security of £100,000. 
. Early application for admission is advisable, and if the 
issue is above £x million the Bank of England will regulate 
the timing of the issue in order to maintain an orderly new 
issue market. The sponsoring broker must apply to the 
government broker for the ‘impact day’ – the first day on 
which the size and terms of the issue will be made known 
to underwriters, placees and the market. 

All companies must sign a general undertaking to provide 
information on their operations: and to. follow definite 
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procecures, although these may be varied by agreement of 
Counal of the London Stock Exchange. 

Where a company is increasing the authorized. share 
capital, the directors must make clear their intentions in 
relation to issuing any part of the authorized capital; and, 
if the increase is 25 per cent or more, must undertake that 
the issue will not be made in such a way as to change the 
contro. or nature of the business without the prior approval 
of the shareholders in general meeting. 

The requirements to be met by applicants for quotation 
will vary according to the type of corporation. “Group A’ 
are thcse subject to the Companies Acts of 1948 and 1967, 
and regulations will differ according to whether the 
company has (1) no part of its capital already quoted; 
(2) part of the capital already quoted; or (3) a quotation on 
another federated Stock Exchange and where there is no 
intention of making a further issue of capital. 

There are different requirements for ‘Group В’ – 
governments, municipalities, local authorities and statu- 
tory bodies — who are not subject to the Companies Acts 
of 1943 and 1967. 

In this article it is proposed to concentrate on companies 
subjec- to the Companies Act, no part of whose capital 
is alrezdy quoted on a recognized Stock Exchange. These 
are the basic requirements for companies and would be 
applied, mutatis mutandis, to other companies. 


Сотрћапсе with the Companies Acts 


In genzral, the Stock Exchange requires information which 
complies with the requirements of the Companies Acts 
of 1948 and 1967. It is not proposed to reiterate those | 
requirements here, but to concentrate on those respects in 
which the Stock Exchange makes additional requirements. 
Presumably with the agreement of the Monopolies 
Commission, the Stock Exchange requires directors to 
pass a resolution that the company shall not act as stock 
or share brokers or dealers in securities, and shall exercise 


‘all vot ng and other rights of powers of control to ensure 


that no subsidiary shall so deal. 

'The general undertaking signed by the company Vie 
great stress on the immediate notification of dividends, 
profits and issues, and other changes which may affect the 
shareholders’ appraisal of the position of the company and 
lead tc the establishment of a false market. The exchanges 
wish to avoid boards of directors being criticized by 
shareholders because information has been released in such 
a way that transactions, which might not otherwise have 
been entered into, have been made by some of the share- 
holders. Whilst it is impossible to ensure that everyone 
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obtains information at precisely the same moment, the 
company must ensure that as large a proportion as possible 
have the information as soon as possible. 

For this reason, the company must undertake to inform 
the Stock Exchange, at least a week in advance, of the date 
of the board meeting at which the declaration or recom- 
mendation of a dividend will be considered. 

Immediately after the relevant board meeting has been 
held, all dividends recommended or declared, or any 
decision to postpone or omit any dividend or interest 
payment and any profit figures or details of issues, must be 

communicated to the Stock Exchange. Similarly, any 
decision following a material event must be notified. 

In the case of dividends, notification of the date of the 
board meeting which is to decide their level is the first line 
of defence against a false market. The second line of 
defence (and the first line in other cases) is the immediate 
release of information. This information should be com- 
municated directly to the Stock Exchange, and may be 
communicated by post, telegraph, telephone (recording 
equipment is available at the London exchange) or by 
Telex. 


Simultaneous release 


Where a company is situated outside London and is quoted 
in London and some other centre, or vice versa, it is 
suggested that a skeleton statement be forwarded to each 
exchange a day or two before the announcements so that 
the telephone message may merely include the figures 
to be inserted in the blanks. An embargo may be placed 
on the announcement to secure simultaneous release. 

The exchanges even recommend that, where a board 
meeting is making important decisions on dividends, 
profits and other matters, it should communicate the 
information to the exchange before 3 p.m., so R it can 
þe released before the market closes at 3. 30 p 

The exchange also recommend that boani оа not 
give information to individual shareholders unless they are 
fully satisfied that this will not place any individual i in a 
privileged position. 

Each June, the Stock Exchange issues a schedule of 
suitable dates for dividend action during the coming year, 
which will assist in getting securities ex-dividend at the 
earliest possible date. 


Directors’ holdings 


The 1967 Act already makes requirements in relation to 
directors’ holdings in their companies. The general under- 
taking is to include in, or to circulate with each annual 
report and audited accounts or chairman’s statement, a 
statement of each director’s holding or beneficial interest 
in a substantial part of the share capital of the company. 
The interests of each director and his family interest in 
the share capital of the company or any of its subsidiaries 
must be stated, and it is required that beneficial interest 
should be separated from other interest. It is also required 
that each class of capital should be ‘distinguished, but 
otherwise holdings may be aggregated. 

A ‘family interest’ is defined as being an interest of a 
director or his spouse, or his children under 21, or trusts 
of which the director and his spouse are the settlers or 
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trustees; in addition, trusts in which the director, his 
spouse, his children, or companies known to him to be 
controlled by him, his spouse, his children or by trustees 
qua trustee, and in which he, his spouse or his children are 


beneficiaries or discretionary objects. 


The general undertaking also requires companies to 

include in or circulate with the annual report, audited 
accounts or chairman’s statement, a statement showing a 
geographical analysis of its trading operations, in figures or 
percentages, if the company or group trade outside the 
United Kingdom. 
7 The stock exchanges require that, during the existence 
of conversion rights unless adjustment of those rights is 
made, the company shall be precluded (subject to excep- 
tions stated in the terms of issue and approved by the 
Council) from effecting any reduction of capital involving 
repayments of capital or reduction of unpaid liability or 
capital distribution. The creation or issue of any new class 
of equity share capital is also prohibited, or restricted to 
specified limits referred to in the issue. Reserves may not 
be capitalized by issue of bonus shares, and no offer of 
or right in relation to shares or debentures can be made 
unless provision is made for the adjustments of the con- 
version rights. These requirements form part of require- 
ments relating to the articles of association which include 
‘certain stipulations regarding directors’ powers. If the 
articles of a company seeking quotation do not meet Stock 
Exchange requirements, it will be necessary to amend 
them. 


Directo rs’ interests 


Directors must report under ihs Companies Act 1967, 
section 16, particulars of significant contracts in relation 
to the company' s business in which the directors’ interest 
was or is material. The Council of the Stock:Exchange have | 
decided that stricter criteria for determining whether 
contracts should or should not be disclosed, shoüld be 
applied to quoted companies. ` 

Contracts with subsidiaries will be taken into acccunt 
as if they were contracts with the companies, with the 
exception of the directors' service contract with the company 
or subsidiary. A contract will be regarded as significant . 
if the directors’ interest is, or was, material, and in aggre- 
gate both represent an amount of value equal to more than 
one per cent of the company’s total purchases, sales, 
payments or receipts as the case may be or, in the case of 
capital transactions or the granting of credit, more than 
1 per cent of the net assets of the company. Comparison 
may be on a group basis. 

Interests are given the same interpretation as in sections 


28 and 31 of the Act, i.e., they extend to the director’s 


spouse and infant children, and also to interest as a dis- 
cretionary object or in reversion or remainder under a 
trust. An interest is ‘material’ unless it is less than ro 
per cent of the equity share capital and voting power of a 
body corporate. 
Not only must contracts still subsisting at the end cf the 
financial year be disclosed, but also those entered into 
since the end of the previous financial year must be set out 
and, if there are none, a negative statement to that effect 
must be made. Similar requirements apply to prospectuses. 
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Check your Insurance 


£200 Per Day in Defauit 


Every employer in the country — from the small High Street shopkeep2r to the owners of 
the biggest factories and multiple stores — will need to check his insu-ance before the end 
of the year. A new Act of Parliament, designed to protect the intereste of employees and 


their families, comes into force on New Year's Day. 


ANY employers are already insured against the risk 

of injury or illness caused to employees in the course 
of their work as a result of their employer's negligence. 
But a new Act, the Employers’ Liability (Compulsory. 
Insurance) Act 1969 [The Accountant, August sth] makes 
insurance compulsory, so that compensation does not 
depend upon the employer's financial position. The 
principle is similar to that already established, under the 
Road Traffic Acts, for compulsory third party insurance 
in respect of the use of motor vehicles. 

'The new Act will come into force in two stages. From 
January ist, 1972, every employer must be insured. 
From January 18, 1973, every employer will be required 
to display a certificate of insurance on his premises. 


Few exceptions 


Under the Act, every employer carrying on a business must 
insure unless specially exempted. 'l'his means every kind 
of business, from the back-street workshop with one man 
and a boy to the biggest industrial and retail firms in the 
country. 

It covers small shopkeepers — for example, newsagents, 
grocers, hairdressers and dress shops. It covers 'service' 
firms such as window cleaners or office cleaners. It covers 
professional practices, including accountants, architects 
and solicitors. It also covers organizations which may 
employ staff although they are not normally classified as 
‘businesses’ — for instance, working men's clubs or tennis 
clubs. 

An 'employee', for the purposes of the Act, includes 
any individual under a contract of service or apprentice- 
ship, whether by way of manual labour, clerical work or 
otherwise, and whether the contract is express or implied, 
oral or in writing. The definition of ‘business’ covers 
trades, professions or ‘any activity carried on by a body of 
persons’; it does not, however, extend to the running of a 
private household, and employees such as a maid or 
gardener employed in a purely domestic capacity are 
outside the scope of the Act. | 

The Act sets out certain other conditions. Employers 
must insure with an ‘authorized insurer’ — broadly, nowa- 





A Guide to the Employers Liability (Compulsory Insurance) Act 1969 
is available from local offices of the Department of Employment, free 
on request. 


days, tkis means any insurance company operating in 
Great Britain — for a minimum of £2 million in respect of 
claims arising out of any one occurrence. 

Under section 1 (3) (а) of the Act, an approved policy 
may not contain certain ‘prohibited conditions’ which 
might hzve the effect of enabling the insurer to avoid an 
employee's claim on the grounds of the employer's act or 
default. There is no objection, however, to clauses giving 
the insurer a right of contribution or resource against the 
employer. Thus it is the insurer, and not the injured 
employee, who underwrites the employer's solvency and 
good behaviour. 

Only a few categories of employers are exempt under the 
Act. They include most local authorities, the police, 
nationalized industries, and certain bodies financed from 
public funds. Employers of seamen covered by ship- 
owners' mutual insurance schemes zre exempt. 

A few types of employees are also exempt. No insurance 
cover is required, for instance, for workers who are close 
relatives cf their employer; this includes husband or wife, 
sons and daughters, brothers and sisters, grandparents and 
grandchildren. Bona fide independent contractors not 
under a contract of service are exempt, as also are employees 
not ordinerily resident in Great Britain and not working 
there for more than 14 consecutive days. 


Enforcerr ent 


The problem of enforcing the Act has been eased by the 
requirement to display, from Januarv 1st, 1973, a copy of 
the certificate of insurance conspicuously at each place 
of business where it can be read by the employees con- 
cerned. Insurance companies plan to issue the certificates 
when they -enew clients’ policies during 1972, or when they 
issue polices to new clients at the beginning of 1972. 
Inspectors authorized by the Secretary of State for Employ- 
ment may also, on reasonable notice, examine the current 
policy of insurance. 

Any employer who is not covered by an approved policy 
of employe-s’ liability insurance from January 151, 1972, 
will be liable to a fine of up to £200 a day for every day 
on which hz is not insured. For other offences under the 
Act an employer will be liable, on summary conviction, 
to a fine nct exceeding £50. 
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For people with. capital, 
our Trustee Scheme for 
school fees offers numer- 
ous advantages. ' 


Capital is released from 
estate duty liability in- 
stantly. Termly payments 
are free of income tax, 
surtax and capital gains 

Example . tax. Under this Scheme 
A capital sum of only (OPen to parents, grand- 
1674. will не rod parents and others) fees 
of £600 a year for 5 Can be taken care of well 
years, starting in 10 in advance, 

years time. Full details on requist: 
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SCHOOL FEES INSURANCE AGENCY LTD 
10 Queen St, Maidenhead, Berks. (0628) 22323 or 31010 (24 hours) 
Incorporated Life Assurance Brokers 










If you’ve | 
£50,000 or more 
to invest. 

We canhelp you. 


With that kind of money you deserve a truly 
professional service. 


At Long, Till & Colvin, we have access to all ` | 


the principal money markets : local authority short 
term and mortgage deposits, sterling certificates of 

` deposit, hire purchase and industrial deposits, 
Interbank and discount dealings. 

If you've £50,000 or more to invest, let us 
find the best home for your money at a rate of 
interest it would be difficult to beat. If the thought 
of making your money make more money sounds 
good, get in touch with us. 


Топола 
ColvinLimited. 


34 King Street, London, E.C.2. 01-606 4080.. 
Edinburgh : 031 -225 6167. 
-Manchester : 061 -834 9335/8. 

* A Member of the Clive Group. 
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Is a matter 
of practice 


1846 was just the begun of what is probably the 
most comprehensive and experienced valuation service 
2n the cards. Orridges are capable of valuing almost 

any trade or industrial stock accurately. Orridge 
valuers — highly efficient experts, sheer professionals 
in fact — work in teams using modern methods. 
Orridge people are familiar with stock recording 
" systems and can update records and create inventory . 
files for stock to be computerised. For all this the 
Inland Revenue contribute about two-fifths of the fees 


. through tax abatement. Orridges for something of value! 


A sophisticated approach to stock valuation. 





els ORRIDGES 
PART OF THE GEORGE. ORRIDGE GROUP  - 
Professional Stocktakers, Business Transfer Agents, 
Valuers and Assessors, 
Regent House, 235-241 Regent Street, 
London WIR 850. Tel: 01-437 3628/3988 


. Branches at Liverpool, Birmingham, 


AG Bournemouth, Walsall. 
S | | 92 
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Attendance Expenses and Tax 


by Н. S. A. MACNAIR, F.C.A. - 


The growth of international business and professionalism and the shrinking of national 
frontiers has led to greater mobility in the questfor knowledge and efficiency. To desk-bound 
Revenue officials, some journeys seem to suggest holiday jaunts rather than 

profit-motivated business, and this article traces the lines of conflict between them and the 


footloose taxpayer. 


The subject is given a topical twist by the number of accountants who are expected to 


HE tax rule most frequently quoted in relation to 

trades, professions and vocations is that a deduction 
from gross receipts is permitted in respect of any dis- 
bursements or expenses, only if representing money 
wholly and exclusively laid out or expended for the pur- 
poses of that business. The rule is stated in negative terms, 
in section 130 (a) of the Taxes Act, in the context of several 
similar prohibitions such as the denial of any loss not 
connected with or arising out of the business. 

In a recent decision of the Court of Appeal validating 
as 'charitable' the activities of the Incorporated Council 
of Law Reporting, Lord Justice Sachs declared that 
judge-made law played a vital function in relation not only 
to the common law and to equity, but to declaring the 
meaning of statute law. One such example of judge-made 
law is found in the much-quoted dictum of Lord Davey 
in Strong & Co of Romsey Ltd v. Woodifield (5 TC 215) 
that it is not enough that the disbursement is made in the 
course of, or arises out of, or is connected with, the trade 
or is made out of the profits of the trade — it must be made 
for the purpose of earning the profits. 

However, the Tucker Committee on the Taxation of 
Trading Profits thought Lord Davey's test to be not only 
unsatisfactory in its operation, but in many respects out 
of accord with actual practice (Cmd 8189, paragraph 154). 
In particular, they commented on the oddity of a con- 
junction of rules which (as noted above) permits the 
deduction of a loss connected with or arising out of the 
business, but not an expense in similar circumstances 
unless for the purpose of earning the profits. 


'Earnings' test qualified 

The majority of the Royal Commission on the Taxation 
of Profits and Income (Cmd 9474, paragraph 128) wanted 
a statutory declaration to overcome this anomaly, but 
Lord Davey's dictum had been affirmed by the House 
of Lords a year earlier in Morgan v. Tate & Lyle Ltd 
(33 ATC 184; 35 TC 367) where it was pointed out that 
Lord Davey had more immediately paraphrased the 
statutory words 'for the purposes of the trade' as meaning 
‘for the purpose of enabling a person to carry on and earn 
profits in the trade'. Lord Reid instanced the defence or 
preservation of a profit-earning asset of the business, a 


attend the 1972 International Congress in Sydney. 


wider view echoed in Odeon Associated Theatres Ltd v. 
Jones (The Accountant, November 11th), where Lord 
Justice Buckley disapproved a Revenue argument which. 
sought to deny repairs to recently acquired assets on the 
grounds that ‘such expenses did not accrue in the process 
of earning the company’s profit’. | 

The other contentious words in the statutory phrase аге 
‘wholly and exclusively’. Members of the Tucker Com- 
mittee were informed by the Board of Inland Revenue 
that, in the case of expenditure which had objects ad- 
ditional to those of a purely business nature, it was not the 
general practice to resist allowance altogether; there were 
several extensive classes of case in which the practice was 
to apportion such expenditure on a fair and just basis, as 
in the case of the running and garage expenses of a car 
used partly for business and partly for private purposes. 

Another instance was that of the owner of a business who 
went abroad partly for business reasons and partly on 
holiday. According to the Board of Inland Revenue, if 
the taxpayer satisfied the Inspector of Taxes that the journey 
was genuinely undertaken partly for business purposes, 
the Inspector would agree to a fair apportionment. 


Underlying purpose | 


An interesting examination of the problem of travelling 
expenses took place in Newsom v. Robertson (31 ATC 429; 
33 TC 452). A barrister drove from his home near Whips- 
nade to the railway station whence he travelled to his 
chambers in Lincoln’s Inn. Outside law terms, however, 
he had sufficient facilities at home for study, so that any 
travel necessitated in vacations was clearly attributable to 
business engagements. 

Danckwerts, J, noted that in these circumstances the 
expenses of travelling could theoretically be split — but 
it would be very difficult to split the expenses between the 
amount referable to professional purposes and the amount 
referable to other purposes in each phase of the travel. It 
was this practical difficulty which precluded splitting. 

A case of general interest in relation to conference 
expenses was that of Bowden v. Russell © Russell (44 
ATC 74; 42 TC 301). This involved a solicitor practising 
alone in Bolton, who visited North America for six Weeks 
to attend the 83rd annual meeting of the American Bar 
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. Association in Washington and the second Commonwealth 
and Empire Law Conference in Ottawa, under arrange- 
ments made by the Law Society. Approximately one- 
half the expenses of £573 were represented by the cost of 
sea passages and other travel. None of this related to the 
taxpayer's wife, who accompanied him in a social capacity. 


Conference activities 


'The taxpayer gave evidence as to the sessions attended, 
the value of informal discussion and the opportunity to 
examine methods in use by his confréres. It is scarcely 
surprising that no specific return in the forms of identified 
increased receipts could be pointed to as the fruit of the 
visit, although it is curious that the contentions put 
forward for the taxpayer did not speak in terms of the 
educational value to a practitioner of broadening his 
outlook in a professional context. The enhanced efficiency 
likely to result is perhaps not readily susceptible of 
measurement. 

The Crown fastened on to the twin arguments of 
remoteness and the duality of the occasion. The first 
argument turned on the distant utility of the experience 
gained in relation to a provincial practice; but Pennycuick, 
J, specifically refrained from deciding this point and indeed 
the Crown conceded the cost of the conference registration 
fee as a valid deduction, in order to concentrate attention 
on the second line of argument — duality. 

The latter theme was developed most fully in Bentleys, 
Stokes & Lowless v. Beeson (31 ATC 229; 33 ТС 491), 
where Romer, LJ, selected the word ‘exclusively’ in the 
statutory phrase and stated the requisite test as follows: 
what is the motive or object in the mind of the businessmen 
responsible for the activities in question? The learned 
judge emphasized the need for a sole business purpose, 
observing that if the activity be undertaken with the 
object both of promoting business and also with some 
. other purpose (entertaining an acquaintance, or supporting 
a good cause) then the test is not satisfied despite predomi- 
nance of the business motive in the mind of the taxpayer. 
On the other hand, if in truth the sole object is business 
promotion, the expenditure is not disqualified because the 
nature of the activity (entertaining or benefaction) neces- 
sarily involves some other result. 


Additional test for employees 


A frank admission by the taxpayer in the Russell case 
that the intention to have a holiday with his wife was part 
of his purpose in making the visit to North America was 
sufficient to take the expenditure outside the qualifying 
conditions. When one goes on to consider the position of 
individuals who are employees, whether as directors, 
professional staff or other office-holders, it is requisite 
that the additional test of necessity be satisfied, over and 
above the requirements as to non-remoteness and non- 
duality. 

This test involves the conscious will of the employer, 
laying down the scope of the duties to be performed by the 
office-holder, and manifested in identifiable form in re- 
lation to the occasion which has given rise to the expenses 
clainfed by the employee in accordance with section 189 
of the Taxes Act, as a deduction from emoluments assess- 
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able under Schedule E. Failure to observe this test is 
particularly likely to arise in the case of a small company 
where the directors act on their own initiative. 

The possible value of formal minutes appears from the 
case of Maclean v. Trembath (35 ATC 76; 36 TC 653), 
notabl2 for the dictum of Mr Justice Roxburgh that if a 
public company, acting with all proper formalities, 
required a director to travel to Australia for the perfor- 
mance of one single duty occupying but a single day, the 
whole of the fare would be deductible, notwithstanding 
prolongation of that visit for private purposes. 

On the other band, failure to prepare the ground led to 
disallowance of all the expenses of a director of a farming . 
compary and his wife, who wert on a British Farmers’ 
package tour of a Canadian agricultural show and installa- 
tions. In Thomson v. White (45 ATC 48; 43 TC 256), 
therefore, Ungoed-Thomas, J, concluded: ‘There is 
nothing here to fix the taxpayer with the obligation in the 
performance of the duties of his office to incur any expense 
or to dc anything in respect of which any of the relevant 
expenses were incurred.’ 


\ 


Whose decision ? 


The rec2nt decision of the Court of Appeal in Owen v. 
Burden `The Accountant, October 28th) that attendance 
at the Tokyo World Road Conference reflected the private 
initiative of a county surveyor rather than the duties of 
his office goes to show the stringent requirements that 
have to be met before the statutory test of necessity can 
be said to be satisfied. For practitioners assessed under 
Schedule D, however, the decision in Edwards v. Warmsley, 
Henshall & Co (46 ATC 431; 44 TC 431) offers an im- 
portant lead as to the way in which the deductibility of the 
expenses of professional attendance at conferences can be 
established despite the usual Revenue attack based on a 
narrow reading of the stattue. 

The facts of that case concerned the attendance by 
one out ог five partners in a firm of chartered accountants 
at the eigkth International Congress in New York in 1962. 
As in the Russell case considered above, the Crown 
argument was that the venue was too remote to promote 
the business of a provincial practice, and that the use of 
some of the time in America for recreational purposes 
was proof of duality of motive. The latter suggestion was 
countered by evidence that participation in a charter 
flight had yielded maximum economy so that it was 
immaterial how free time had been utilized, given the 
fixed duration of stay of the charter group. Moreover, the 
partner coacerned had gone to the conference only on 
the instruc:ions of and as representative of his co-partners. 

Cross, J. drew attention to a line of argument which 
might have brought victory for the Crown had they put it 
forward, namely tbat attendance to further the interests 
of the accountancy profession rather than those of the 
particular frm would have spelt disallowance. It may be 
expected that the Revenue will use this approach in any 
future dispute; thus practitioners in comparable cir- 
cumstances — for instance, those attending the tenth 
Internationel Congress in 1972 — should be prepared to 
bring forwerd every shred of evidence pointing to the 
practical utility derived from contacts perhaps on the 
fringe of the more formal proceedings. 
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A Tax on Christmas? 


by R. W. MAAS, A.C.A. 


AM sorry to have to inform you that there will be no 

Christmas this year. I realize it may come as a shock 
but there it is. Perhaps I ought to explain how this un- 
fortunate situation has come about. 

It all started when my receptionist ushered the old 
gentleman into my office. He was a strange-looking man. 
His hair and long beard were pure white, although he did 
not look really elderly. He was very fat and dressed in a 
long red coat fringed with white. After exchanging 
pleasantries he showed me the letter. 


Non-resident trader 


It was on Revenue stationery, and ran as follows: 


‘Dear Mr Claus, : 

‘I have now had an opportunity to consider the infor- 
mation that you have given me regarding your activities, 
and this has confirmed my initial impression that you are 
liable to pay United Kingdom income tax. 

‘My understanding of your activities is that you are en- 
gaged in the manufacture of toys in Fairyland and that on 
one night each year you distribute these toys to children 
all over the world, including those resident in the UK. On 
these facts it seems clear to me that you are carrying on a 
trade partly in the UK. Accordingly, you are chargeable 
to UK tax, and under Case 1 of Schedule D. The charge 
arises under section 108 of the Income and Corporation 
Taxes Act 1970, which provides, inter alia, that tax shall be 
charged in respect of profits accruing "to any person .. . 
although not resident in the ОК... from any trade exercised 
within the ОК”. 

“Where a non-resident carries on a trade partly in the UK 
and partly outside the UK, the profits applicable to the UK 
activities can be charged either on the basis of a percentage of 
turnover or on the notional merchanting profit. That is, 
we can either assess the proportion of your world-wide profit 
that your UK activities bear to your world-wide activities 
or we can assess the retail profit that you would have made if 
you had purchased the toys that you distribute in the UK from 
a manufacturer or wholesaler. 

"I realize that you do not sell your toys, but give them away. 
However, you will appreciate that whilst this philanthropy is 
most commendable whilst you are disbursing your own 
fortune, you clearly cannot be as open-handed with the 
portion of your income that rightfully belongs to the Inland 
Revenue. Fortunately, the Courts have considered the 
position that arises where trading stock is disposed of other 
than in the normal course of business. The leading case 
is Sharkey v. Wernher (36 TC 275) in which it was held 
that steck appropriated to non-business purposes must be 
treated as having been sold at market value. It is clear from 
this and other cases that this principle also applies to gifts. 
Although in these cases only a small portion of the stock was 
not disposed of in the course of business, I can see no reason 
why these decisions would not equally apply to your rather 
unusual circumstances where the whole of the stock is dis- 
posed of by way of gift. 

‘On the assumption that the average retail profit on your 





gifts is sop and that there are about 20 million children in the 
UK, I propose raising an assessment on fio million per 
annum. I do not believe that you are a British subject, so 
you will not be entitled to claim personal allowances. Ac- 
cordingly the tax payable for each of the years 1965-66 to 
1970-71 will be £4,125,0co giving total tax due of £2475 
million. Earlier years are out of date for assessment. 

‘If you wish to appeal against these assessments you must 
do so within 30 days of the issue of the assessment. I will 
require the production of accounts in support of any appeal, 
and would suggest that you might care to instruct an ac- 
countant to act for you.' 


A firm denial 


I questioned Mr Claus on his activities and asked him 
to leave the letter with me. After consideration of the 
points that the Inspector of Taxes had raised, I dictated 
areply: 
*Mr Claus has asked me to reply to your letter. 
*My client's activities are clearly not such as to constitute 
a trade. No question of UK tax, therefore, arises. Further- 
more, from a practical point of view, as my client has no 
assets in the UK you are not in a position to enforce a 
charge to tax, even if.one strictly arises, which is not the 
case here.’ 
I did not feel nearly as confident as my letter suggested. 
My pessimism was justified, for I did not have to wait 
long for a response from the Inland Revenue: 


‘I cannot understand why you feel that the manufacture 
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and distribution of a product does not constitute a trade. In 
my view no activity could be more obviously a trade than this. 

‘It may be that you feel that the lack of a profit motive or 
the charitable intentions of your client stop his activities 
constituting a trade. It has, however, been held that the 
profit motive is not necessary for an activity to constitute a 
trade. In this connection I would refer you to the words 
of Lord Coleridge in Re Duty on Estate of Incorporated 
Council of Law Reporting for England and Wales (3 TC 105): 
“Though it may be true that in the great majority of cases the 
carrying on of a trade does, in fact, include the idea of profit, 
yet the definition of the mere word ‘trade’ does not neces- 
sarily mean something by which a profit is made.” 

‘Charitable intentions will not assist your client either. 
Charities that carry on trades are taxable on the profits of 
such trades even though those profits are applied for charitable 
purposes. Section 360 of the Income and Corporation Taxes 
Act 1970 sets out various exceptions to this general rule. but 
your client’s case does not appear to fall within any of them. 
In any event section 360 (3) defines a charity as a “body of 
persons or trust” so an individual, such as your client, cannot 

_ bea charity for tax purposes. 

‘I shall accordingly be pleased to have your confirmation 
that you accept that your client is carrying on a trade. 

‘I shall also be grateful if you can confirm that your client 
does not have a permanent establishment in the UK. I 
raise this point for administrative purposes only. The lack 
of a permanent establishment does not, of course, affect 
your client’s taxability. As far as I am aware the UK has 
not entered into a double taxation convention with Fairyland, 
50 no exemption can arise from that quarter. 

‘As to the final point of your letter I would refer you to 
section 78 of the Taxes Management Act 1970. This pro- 
vides that a non-resident can be assessed and charged to tax 
in the name of a “branch or agent, whether the branch or 
agent has the receipt of the profits or gains or not". As Mr 
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Claus is your client it surely follows that you are his agent 
and iz, therefore, seems that the Inland Revenue can recover 
from you the tax due, although in practice, I hope that you 
will advise your client to pay the liability. Furthermore, 
as M- Claus visits this country every December, the assets 
that Fe brings in with him can be seized to pay the tax. 

*A further point that comes to mind is that many large 
stores exploit your client's name for commercial purposes 
at this time of the year. Please let me know whether your 
client receives licensing fees from these stores. If not, it 
арреа:5 to me that the Sharkey v. Wernher principle would 
also apply to enable the fees that could have been charged to 
be ass2ssed. If, on the other hand, you feel that these fees 
would be governed by the decision in Mason v. Innes (44 
TC 326) and so escape tax, I would be pleased to consider 
any argument that you may care to put forward, although at 
the mement I certainly feel that a licence fee is closer to a 
disposz] of an asset rather than the performance of a personal 
service ' 


Not an agent 


On recei»t of this letter Г raced to the Management Act. 
It did not seem to me that I could be an ‘agent’ within the 
definitior given in section 118 but, even so, I could not 
be sure zhat the Courts would not seize on the words 
‘unless the context otherwise requires’ to give ‘agent’ an 
extended meaning for the purpose of section 78. Also I 
was begirning to feel hesitant about my chances of success 
if I had to take the case before the Commissioners. 

‘In the circumstances I informed the old gentleman that 
I could no longer act for him and strongly advised him not 
to make his usual annual visit to this country at Christmas. 
Accordingly, as I said before, there will unfortunately be 
no Christraas this year. 


An Audit at Christmas? 


by a member of The Accountants' Christian Fellowship 


O be asked to append an audit report to the traditional Christmas story would be embarrassing 

indeed. What sort of ‘true and fair view’ of historical fact aad biblical reality is given by all those 
winter fields and pilgrim kings, lowing cattle and patient panniered donkeys? For all their magic, the un- 
romantic eye must award them a greater prize for imaginative exaggeration than for any objective truth. 

But a ‘true and fair view’ of the experience of Christ Himself, in one's own deepest being? That is a 
different matter altogether. We may receive but scanty historical ight on the precise events surrounding 
the life of Christ, from the few materials that are left to us today; but of the experience of Christ as a 
present strength in daily life, thousands can speak with conviction. Dare we extend the question and ask 
about the reality of Christ for society and for a warring world of hate-filled conflict? The enigma of 
Christmas is with us still; how much of the key to its solution lies in the heart of mankind: 
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The Profession 
in Australia 


ULNERABILITY of the accounting profession, and in 

particular of members engaged as auditors, to excessive 
professional liability claims is a cause of continuing anxiety to 
the General Council of the Institute of Chartered Accountants 
in Australia. In its recently published report for the year ended 
June 30th, 1971, the Council states: 


*Although Australian experience in this field has not been 
particularly bad, large claims being made against auditors in 
many parts of the world has had its effect in rates charged by 
underwriters for professional indemnity insurance, and many 
members have experienced heavy increases in premiums 
charged for this type of insurance. Until the profession is 
able to secure a clarification of the extent of the liability of 
auditors in the event of loss to a company, there is little the 
Institute can do to mitigate the increased premium rates quoted 
to members for professional liability insurance.' 

The Australian Institute, together with the Australian 
Society of Accountants, has been active in its submissions to 
the Standing Committee of States Attorneys-General on the 
subject of company law amendment. The various States 
legislation on this subject has been delayed in its progress 
(The Accountant, January 28th and April 29th supplement) but 
the Council of the Institute now hopes to see the relevant Bills 
re-introduced. on a uniform basis — and containing significant 
improvements which will be welcomed Љу accountants — and 
passed at an early date. 

Initial response to the Australian ‘Management Game’, 
sponsored by the Institute jointly with the Australian Financial 
Review and ICL (The Accountant, April 2gth, supplement) 
exceeded expectations, and a total of 532 entries were received 
from all over Australia. 

Certain passages in the report can hardly fail to evoke a 
kindred feeling amongst members of The Institute of Chartered 
Accountants in England and Wales. Following general increases 
in the level of expenditure, the accounts for 1970-71 show a 
deficit of $A17,489 (compared with a surplus of $48,791 a year 
earlier) and the outlook for the current year ‘is not expected to 
show such an improvement on the figures submitted to members 
with the notice of motion to increase subscriptions’. The report 
also notes that ‘Principally due to the temporary surplus of 
office accommodation in Sydney at present, an area of 1,700 
square feet available for subletting in the Institute’s premises 
has not yet been leased — a fact which will adversely affect the 
income and expenditure accounts until the space is fully let.’ 
Our Antipodean cousins, it is evident, also have problems. 

Membership of the Institute at June 30th, 1971 was 5,922, a 
net increase of 169 during the year, of whom 2,993 were engaged 
in public practice as principals and a further 1,278 as employees. 
As one of the host bodies for the 1972 International Congress, 
the Institute has a commitment of $A15,000 for the year 1971-72 
and a contingent liability ‘of an unspecified amount’ if the net 
Congress costs exceed the estimate. 


Conformity with Institute Statements 
EMBERS of The Institute of Chartered Accountants in 
Australia have been reminded by their Council of the 

desirability of adhering, whether acting as auditors or in other 
capacities, to the accounting practices and principles recom- 
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mended by the Institute. Where such standards are not ob- 
served, this should be disclosed either as a note to the accounts 
or in the audit report, and its effect quantified so far as possible. 

The import of this statement is similar to that issued earlier 
this year by the English, Scottish and Irish Institutes of 
Chartered Accountants on “The Effect of Accounting Standards 
on Auditors’ Reports’ (The Accountant, March 11th). The 
Council of the Australian Institute has stated that members 
have a responsibility for the establishment and improvement of 
standards of financial reporting, and is working towards a 
situation in which members will be under an obligation to the 
Institute to justify any significant deviations from recommended 
practice. 

The Council of the Australian Institute has also issued a 
statement on ‘Trust Accounts’, based on the corresponding 
publication (N 29) of The Institute of Chartered Accountants 
in England and Wales (The Accountant, November 15th, 1969), 
but incorporating the changes made necessary by differing legal 
and other requirements which exist in Australia. 


UNITED STATES 


Accounting Scholarships 


Foun undergraduate scholarships of $1,000 each have been 
made available by the AICPA Accounting Education Fund 
for Disadvantaged Students at North Carolina Central Univer- . 
sity. All four successful candidates had excellent school records’ 
and were highly recommended for their character and potertial, 
but came from families which were unable to support their 
higher education. Four other traditionally black colleges and 
universities will award similar scholarships during the next 
academic year. 

The American accounting profession, through its ‘equal. 
opportunity committee’ (The Accountant, February 11th), is 
actively concerned to provide increased facilities for accounting 
students of predominantly Negro and Hispanic-American 
background. Following a seminar arranged in New York by 
the committee last June for representatives of accounting col- 
leges and universities with a high proportion of such students, 
the profession has received an appeal for CPAs now working in 
public accounting to obtain leave of absence to teach at these 
schools for one or more academic years. A rota of such visiting 
professors would meet immediate educational needs until the 
widespread shortage of accounting teachers can be overcome. 
This, it is anticipated, will probably take several years. 


Taking an Interest 


Toe Accounting Principles Board of the AICPA has recently 
had under consideration the case of long-term receivables 
and payables bearing either no interest or an interest rate 
materially different from a reasonable rate. This most commonly 
arises on purchases and sales of major assets, such as buildings 
or plant, where the seller receives a long-term note bearing 


interest much lower than the prevailing current rate. 


Under the terms of APB Opinion 21, now published in final 
form, a realistic rate of interest must be imputed to such :tems, 
and the sale price and amount of the note should be reduced to 
its present value according to that imputed rate. 

The effect will be for the seller's accounts to show a lower 
immediate profit on the sale, with the reduction ultimately 
reported as interest income over the term of the note. The 
buyer will report a lower cost of the asset, with correspondinply 
lower depreciation expense over the life of the asset and higher 
interest expense over the term of the note. 

The new opinion is intended to apply to all transactions 
occurring on and after October 1st, 1971. Transactions exemp- 
ted from its operation include receivables and payables arising 
in the normal course of business and due within approximately 
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one year, customary cash lending activities, and transactions 
between parent and subsidiary companies or between sub- 
sidiaries of a common parent. 


SOUTH AFRICA 


New Exposure Drafts 


WO exposure drafts have recently been issued by the 

Accounting Principles Committee of the National Council 
of Chartered Accountants (SA). One of these deals with bank 
balances and cash, and the other with long-term liabilities. 
. Dealing with bank balances, it is recommended that the cash- 
book balance, and not the bank balance (where it differs), should 
appear in the balance sheet, save where cheques already drawn 
have been deliberately withheld. Whilst favourable balances 
with different banks may be aggregated, overdrafts should not 
be offset against a favourable balance except where branches 
of the same bank are involved. Overdrafts should normally 
appear with current liabilities. 

Exceptions to the general rule that bank balances and cash 
should be classified as current assets include cash appropriated 
to a specific purpose (for example, a debenture redemption 
sinking fund) and balances with foreign banks in countries 
affected by currency restrictions. 

‘Long-term liabilities’ are those not falling due for payment 
within one year of the balance sheet date; any portion payable 

‘out of current funds within the year should be included in 
current liabilities. If arrangements have been made to extend 
or reinstate an issue of loan or debenture stock which is re- 
deemable within a year (and thus would normally be treated as a 
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current ‘iability) the issue should be treated as long term and 
the circumstances described by way of note. Where long-term 
liabilities are repayable in a currency other than that of the 
balance sheet, that currency should be specified, and any 
potential loss due to changes in currency conversion rates 
should b2 provided for. 

These exposure drafts, Nos 4 and 5 of the series issued by the 
South Arican National Council, are open for comment until 
February 29th next, and do not necessarily represent the views 
of the National Council. Interested parties are asked to submit 
their comments to The Technical Director, National Council 
of Chartered Accountants (SA), PO Box 964, Johannesburg. . 


SWEDEN 


Bank Merger 


NEW banking group, Skandinaviska Enskilda Banken, will 

be es-ablished in Sweden from January 1st, 1972, by the 
merger of two of the country’s biggest and oldest banks. The 
new bank will be the largest in Scandinavia, holding just under 
one-third of the total deposits and advances in all Swedish 
commercial banks. The new group will have a nominal capital 
of Kr 543 million and total assets of Kr 22,000 million. 

The puzpose of the merger, is to create a larger and more 
resourceful banking unit to meet customers' increased require- 
ments for 3nancial services, both in Sweden and internationally. 
It has also been claimed that costs can be substantially reduced 
by co-ordinating the present network of over 400 branch offices, 


' the use of computer equipment and more effective personnel 


resources. 





CHRISTMAS CROSSWORD 
a | | a 
Extender 
Compiled by KENNETH TRICKETT, F.C.A. 


. Seven of the answers have something in common and are clued in two 

groups, across and down respectively. Hidden in the somewhat non- 
sensical sentences are jumbles of the required words; these anagrams 
occur in their correct order, and each either begins at the beginning 
or ends at the end of a word in the sentence. Other clues are normal. 


CLUES ACROSS 


13, 16, 17. Was a thin fragment or a length of bar got from the mine? 
(8, 5, 5). | 
1. Token receipt, perhaps (7). 
5. Fed up before the examination (7). 
10. There’s nothing to be found in the assize room (4). 
11. Copy share certificates to hawk around (10). 
12. Handwriting formerly called a depositary (6). 
14. Willing to try a weight with one inside (9). 
19. Slump yielding again (9). 
7 23. Appendix of paragraphs (8). 
24. Beneficiaries have done with a third of the estate (6). 
26. Executive muddles a gas number (10). 
27. Record of bets to reserve in advance (4). 
28. Collegian might be in at one (7). 
29. Let on about the discharge (7). 


CLUES DOWN 


3, 9,722, 25. As regards one's own credit, while some bills have foreign 
endorsements, a genuine document is known to be on local bankers 


(s, 13, 6, 5). 





2. Work to carry on business (7). 

4. A true cory to extract from court records (7). 

6. Rearrange gold in reserve fund (6). 

7. Traders heve half the summer about a southern county (9). 
8. The cost sounds like rop perhaps (7). 
15. Shopkeeper amends art product (9). 


- 18. How to tel! the verification of the vote (7). 


20. Approve back (7). 
21. Involving obligations, one above ours possibly (7). 


The solution will be published in next week's issue. 
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L'mericks — 


There was an accountant from Wales 
Whose duty was checking cash sales. 
But the totals were out 

A fantastic amount, 

So to balance the books he used scales. 


There is an accountant who sings 
Hymns – and he ought to have wings, 
For he knows every facet 

. Of each single asset, 
And has the right answer to things. 


An accountant his thirst could not quench 
And came under the spell of a wench; 

He teemed and he laded 

Till his good name had faded, 

And he ended in front of the bench. 


There was an accountant called Joss 

Who cooked the accounts of his boss. 
. He'd worked such a fiddle 

The books уеге а riddle, — 

And he rigged all the profit and loss. 


An accountant, in practice with pater, 
Had a mind that was brimful of data. 
But as he got cuter · 

‘He installed a computer, 

And for many more clients could cater. 


Robert E. Ellmer. 


Illustrated by Finbow. 
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Wide-ranging Development of 


Harrisons & Crosfield 


H ARRISONS & CROSFIELD is a remarkable organization 

of considerable power and influence but there are relatively 
few people outside the City — and not all that many inside it — 

‘who know precisely what Harrisons & Crosfield do. The group's 
history in fact is traced back to 1844 and the company developed 
as British influence grew in the South East Asian rubber and 
tea plantation industries. 

Harrisons & Crosfield were primarily merchants and as such 

- became secretaries and agents of plantation companies, import 
and export merchants, and shipping and insurance agents. From 
the original developments in South East Asia, in India and 
Malaya the group interests and influence have spread world- 
wide. Australia, New Zealand, New Guinea, Canada, Hong 
Kong, Malaysia, Singapore, the United States, East Africa and 
South Africa are all within the Harrisons & Crosfield area. 

But more than that, the operation of the organization as the 
London base for overseas plantation and commodity producers 
took the group into UK industrial operations, particularly in the 
sphere of the manufacture of chemical raw materials for the 
rubber, paint and plastics industries. T'his scope and pace of 
development have made Harrisons & Crosfield a growth 
organization that makes some more highly publicized concerns 
look quite ordinary by comparison. 


Record 


Over the past ten years, total shareholders” funds have increased 
from £8-95 million to £16-76 million; pre-tax profits from 
£1,566,000 to £4,043,000, and equity earnings from £600,000 
to £2,361,000. Issued equity was £2,500,000 ten years ago and 
at June 30th was £5,040,000. The division of group turnovet and 
pre-tax profit is broken down in the directors’ report as follows: 





1970-71 1969-70 
Turnover Profit Turnover Profit 
£ £ 
Commercial 140,000,000 1,551,000 125,100,000 1,576,000 
Industrial 14,000,000 1,198,000 11,900,000 797,000 
Financial invest- 
ment income 811,000 757,000 
Other financial 
transactions 283,000 396,000 
£154,090,000 £3,843,000 £137,000,000 £3,526,000 
Exceptional items 200,000 == 
£4,043,000 £3,526,000 


The geographical division of profits, excluding exceptional 
items was: 

s vm 1971 

% 








% 

United Kingdom 51 47 
Asia  .. is d is m 3s 35 38 
North America " Us i s 6 6 
Others S ia ER m Ws 8 9 
100 100 








Dividends from UK registered companies operating overseas 
are included under United Kingdom. 


Turnover in Harrisons & Crosfield terms is described in Note 1 
to the accounts as the value of goods sold and services rendered 
during the year to persons outside the group. But in a pre- 
ponderantly ‘service’ organization, turnover is not an exact 
statistic for earnings judgement purposes. 


Invisibles 

The value of goods exported from the UK is put at approxi- 
mately £6,400,000 but Harrisons & Crosfield is very much in the 
‘invisible exports’ business and on that point is unduly modest, 
at least in so far as putting a figure on it is concerned. An estimate 
of the group's net invisible earnings during a financial year 
would be interesting and would help to emphasize the worth of 
the group to the UK economy. 

Nevertheless, Harrisons & Crosfield is strong enough to be 
able to afford to be modest about such things. In fact it is not 
until one begins to read the nine pages of the statement by the 
chairman, Mr J. F. E. Gilchrist, that the extent of the group's 
interests begins to sink in. United Kingdom subsidiaries are 
reviewed alphabetically, beginning with Chandler, Hargreaves, 
Whittall & Co, Lloyd's brokers, and passing on to the Durham 
Chemical Group, makers of industrial raw materials, Elders, 
Walker & Co, glass merchants and glazing contractors, C. Leary 
& Co, timber agents, and Wilkinson Rubber Linatex, manu- 
facturers of special rubber products for engineering and in- 
dustrial use. 

Activities in Australia; New Guinea, New Britain, New. 
Zealand, United States, Canada, East Africa, Malawi, North 
India, South India, Ceylon, Malaysia, Singapore, Sabah, Sarawak 
and Brunei, Taiwan and Hong Kong are reviewed in detail and 
these range from the common basic business of commodity and 
raw material supply and merchanting to textiles in Australia 
and chemicals in Canada. The chairman's statement is rounded 
off by considerable comment on the rubber, palm oil and tea 
market situations, with the final paragraph — inevitably headed 
‘Prospects’ — reporting the board's view that ‘we see no reason 
why we should not continue to progress barring unforeseen 
factors beyond our own control'. 


Broadening sphere | 

There has lately been а further extension of Harrisons & 
Crosfield’s interests into Europe through the merger of Durham 
Chemicals and NV Chemische Fabriek v/h Dr A. Haagen, 
Roermond, Holland. The Dutch organization formed part of 
the Billiton group of companies which is, in turn, part of the 
Royal Dutch/Shell group. 

The Dutch group is being taken over for cash of the order of 
£1 million but will keep its own identity. The extent of this 
operation provides an indication of the size of Harrisons & 
Crosfield’s industrial operations and the still-broadening sphere 
of the group’s activities. 

Considering the geographical extent of the Harrisons & 
Crosfield business, quite apart from the size of the operations, 
it was no mean accounting achievement for the accounts for the 
year to June зо to have been in shareholders’ hands by 
November roth. It will be noted, however, that to avoid delay 
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in the presentation of the accounts, the financial year of certain 
subsidiaries has been closed at March 31st. 

The profession is represented on the main board by Mr 
Gordon Oliver Peake, о.в.Е., F.C.4., and Mr Frank Welton 
Harper, ғ.с.а., and the company's life president is Mr Haydn 
Oliver Peake, r.C.4. Mr Layton Gladwish, F.c.a., is secretary 
and Mr Richard Alan Crichton Cobley, ¥.c.A., group accountant. 


Town and Commercial 


UDITORS to Town and Commercial Properties Ltd, Stoy, 

Hayward & Co, have carried their point on revenue versus 
capital profit in the company’s accounts with the result that 
profits are lower than the board’s forecast. The accounts for 
the year to last March show a surplus of £650,933 before 
charging tax or deducting pre-acquisition profits as against the 
previous year’s £734,814. 

The latest figure includes {£113,869 representing part of a 
profit made on the purchase of a company and the sale of the 
only property that that company owned. Had the full profit of 
£312,796 on the transaction been brought to account, the profit 
would have been £849,860 and so would have justified the 
chairman's forecast of last June that the year's outcome would 
show an improvement on 1969-70. 

The auditors, however, considered that £198,927 of the 
£312,796 was not a revenue profit. The board has accepted that 
opinion and most of a benefit which was expected to become 
apparent in the profit and loss account has in fact gone to 
strengthen the assets position. . 

Net asset value per share is 213p against 136p in the 1969-70 
accounts. The company states that benefits in terms of invest- 
ment earnings from the present development programme are not 
due to accrue in the immediate future. Meanwhile, the directors 
‘have taken measures to reinforce profits by increasing the 
element of trading income’. 


Sirdar 


CQUISITION by Sirdar Ltd, the hand knitting yarn and 
wool textile group, of new interests in South Africa result 
. in a comment in the auditors’ report with the 1970—71 accounts. 
Price Waterhouse & Co make their report 'subject to the dis- 
claimer by the auditors of two South African subsidiaries 
referred to in Note 1’. 

That note recounts that on December rst, 1970, two sub- 
sidiaries were acquired in South Africa from a receiver and that 
the ‘directors state that, due to difficulties arising on transfer, 
proper books and accounts were not kept from the date of 
acquisition’. The auditors of the companies reported that 
because proper books and accounts had not been kept, they had 
been unable to satisfy themselves that all assets, liabilities 
and transactions had been properly dealt with in the accounts. 
The holding company directors consider that the accounts of 
these subsidiaries from which losses of £14,404 and net assets of 
£148,909 have been taken into the group accounts ‘have been 
prepared in the most reasonable and practicable manner and so 
far as they can ascertain any possible adjustments would not be 
material in relation to the group accounts’. 

Net group capital employed in Sirdar at the end of June was 
£2,356,504, the year’s pre-tax profit having been £160,517. 
Acquisition of the two South African subsidiaries led to the 
enlargement and reorganization of Sirdar’s interests there and 
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this, the chairman Mrs Jean Tyrell states, ‘brought to light 
certain weaknesses in management and steps have been taken to 
remedy this situation’. АН 
Sirdar incidentally provides a decidedly useful geographical 
breakdown of turnover and trading profit in the directors’ 
report. The past year was exceptional to the extent that profits 
carried the losses of a diversification move which did not come 
off - Ryburn Knitwear being the subsidiary in question. 
Turnover and profits are shown in the directors’ report thus: 

















1971 1970 
'Trading Trading 
| Turnover profit Turnover profit 
United Kingdom and | 
Eire 3,817,006 209,270 3,198,419 091.698 
Australia 799,206 39,351 696,622 23,108 
South Africa 744,570 15,265 616,953 |E 20,904 
Europe 274,466 23,125 144,235 8,603 
£5,635,248 287,011 £4,656,229 144,313 
Less: Loss of Ryburn 
Knitwear Ltd 
to date of ces- 
' sation 45,806 6,422 
241,205 134,891. 
Less: Net interest 
charges 80,688 62,392 
Profit before taxation £160,517 £71,499 ` 











Manufacture and distribution to the retail trade of hand 
knitting yarn, knitting leaflets, rug making and handicraft 
materials, worsted cloth and the provision of data processing 
services are Sirdar’s activities. Knitting yarn and knitting 
leaflets (the latter a highly specialized operation) are the bulk 
profit earners and are expected to provide higher earnings in the 
current year. | 


Lloyd Rakusen 


HE record of the Lloyd Rakusen & Sons food products 

company since its public marketing nine years ago was sound 
enough in the early stages, but in recent years results have been 
poor. In the year to last June there was a loss of £35,420 
although operations in the second half showed a marginal 
profit. 

'There is evidence of considerable reorganization o? the 
company in the latest report. In the interim statement it was 
said that because of technological advances in the food and 
packaging industry certain items of plant, machinery and 
equipment were becoming obsolete and values would have to 
be reviewed. This has been done and at the same time it has 
been decided to adopt straight-line depreciation for plant with 
the object of writing off assets over a shorter period. The review 
of plant, equipment, office furniture and fittings resulted in 
£62,700 being written off and charged against reserves. 

Improvement in the company's position in the second half of 
the financial year was due largely to the strengthening of 
marketing and sales staff, introduction of more efficient market- 
ing control, and new packaging and design. The chairman 
reports that considerable attention has been given to rationaliza- 
tion of products and their presentation and 'the adoption of the 
new system of forecasting and budgetary control is now taking 
effect and is expected to increase efficiency in production'and 
marketing of the company’s products’. 
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THE INVESTOR POLICY 


Since its launch in 1966 the value of units in 

the Investor Policy Fund has more than doubled. 

So if you have clients who want an attractive 
investment with a guarantee against loss, let's 
таке sweet music together. | 

For further details contact our nearest branch 

or write to our head office, 9 St Andrew Square, 
Edinburgh EH2 2YD. Telephone: 031-225 1291 
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. Here's how to ensure theyhavea secure retirement 


*Do you have clients who are self-employed, 
controlling directors, or in jobs without 
pensions? ; 

; Of course you до – so do them a favour. 

. Give them a quotation for a Pension Bond 
issued by Time Assurance, the Friendly 
Society that tries to be friendly. Show them 
how to obtain TOTAL TAX EXEMPTION 
on every penny they save for retirement. Let 
us prepare for them a detailed illustration 





Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% per annum and an 
additional vesting bonus of £176 per annum. 













Increasing annually 
by interim bonus 
additions to produce a 

Total Pension af: 


















Cash option at^ 


Pension at 65 pension age 











Total 
Pension at 
, 65 with 
estimated 
bonus 
£ 
3765 . 
2701 










Guaran- 
teed 
Basic 

Pension 









Adjusted 
Total +». 
Pension 
at age 65° 


















Tax-Free 
4 Cash Sum 


Age next At age 70 | At age 75 







Й if you select aga 65 as your retirement age then tha figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 
M the effect of bonus additions after your pansion has commenced. The figures in 










d at present rates, if you choose to commute part of your norma! pension for cash. # 


fe iret Sate als nee EM nt ee Sr eS 








Й the final 2 columns show the tax-free lump sum and ravised commencing pension | 


showing how their pension increases annually 
with Sonus additions — even AFTER retire- 
ment. The figures shown below are only part 
of the story — our Personal Pension Bonds 
really are personal, and are tailored to suit the 
individual requirements of your clients. For 
instance, our pensions are increased for those 
who do not require to make provision for 
dependants — such as single women, widows, 
backelors and widowers. We increase the 
basic rates shown below, depending upon the 


: EXACT month of age at entry. 


Incidentally, do yourself a favour too, ` 
our commission rates are realistic and take. 
account of the cost of your seryice. . 

send the coupon below for:complete 
ageacy details and a full set of rates for men 
and womenatallages. : и 


w 


I Ier 


| TD: TIME ASSURANCE SOCIETY 


49 Westminster Palace Gardens, Artillery Row, 


London, SW1. Tel: 01-799 3998. · | 
V anchester Office: 12A Piccadilly, Manchester 1. _ | 
Tel: 061-624 7299/061-624 9955. | 
Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031-225 7799 | 


| Flease register me/us as Agent(s) of Time Assurance Society,. 


and send a supply of Pension Band literature. 
. . BLOCK CAPITALS, PLEASE 





NAME OF BANKERS.. ienmerneninnenann 
WOR ESS A о c EE ea | 
TIME ASSURANGE =, | 
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City Notes 


HE year in the stock-markets is going out like a lion. There 

seems every prospect that those investors and stock-market 
operators who insist that the turn of the year means some 
annual and dramatic change in the course of economic, industrial 
and political events will be able to give full vent to their seasonal 
optimism. 

They have undoubtedly been assisted in that respect by the 
fulsome tone of the Bank of England’s latest Quarterly Bulletin. 
Even the bulletin’s proviso on the subject of early settlement of 
currency problems was brushed aside on the assumption of a 
settlement of all issues in Washington. 

It is readily admitted by the optimists that increased consumer 
demand has as yet failed to broaden into anything else, but it is 
held that industrial capital investment is unlikely to be stagnant 
much longer. There are even complaints from the retail trade 
that output of goods is not matching consumer demand and that 
the classic inflationary situation of too much money chasing too 
few goods may develop as a result. That, if nothing else, would 
make a change. 

There is, however, within the equity sectors of the stock- 
market, a problem that may perturb some operators. In the 
majority of cases share prices are at 1970 peaks and since one 
year’s good price performers are not necessarily the next’s, 
there will be some hunting around for New Year bargains. 


* * * 


О of the present City trends likely to grow stronger in 
1972 is the movement of stockbrokers’ offices not only away 
from the immediate vicinity of the Stock Exchange but away 
from the City itself. Rents outside the City boundaries are 
considerably lower than they are within the square mile. One 
firm, by moving just east of the City boundary, found offices at a 
rent lower than was being paid on the terms of their current 
City tenancy, let alone below the dauntingly high renewal level. 

Maintenance of a small office for stock delivery and similar 
purposes is all that is needed near the Stock Exchange. The main 


‘works’ can be centred well away. It is interesting to see who 
moves in as well as who moves out of City prernises. The rent 
that frightened away the City office of a major newspaper group 
to the seclusion of a pre-1914 office block has been accepted, 
gratefully it is assumed, by a building society which is not by 
any manner of means in the top end of the big league. 


* * ж ж 


НЕ ingenuity of building societies, not only in the manner 

of finding the rent, is admirable. The Alliance Building 
Society’s latest effort is a deferred mortgage which confines 
monthly payments in the first tive years of the mortgage life to 
interest levied at two points below the basic mortgage rate. The 
interest difference plus capital repayments are made good in the 
other 30 years of the mortgage. 

The objec: is to allow lower wage or salary earners to be able 
to have a mortgage, the society being willing to take a view on 
the borrower's rising wage or salary. The Alliance has initially 
earmarked £6 million for lending under this scheme. 


* * * * 


N retrospect, the most nicely timed new issue of 1971 was 

undoubtedly British Petroleum's £120 million rights issue 
launched last September. There was enough attention directed 
towards BP's substantial earnings recovery and diverted away 
from Middle East problems and from the effect of falling oil 
prices for zhe issue to be well supported. 

It now seems doubtful whether BP’s 1971 profit forecast will 
be met. Fourth quarter earnings are likely to prove well below 
original expectations and the seizure of the company's Libyan 
assets must involve immediate revenue losses. 

But another decidedly clever point about the BP issue was 
that the final call (the other half of the issue price) is not due 
until April 6th, 1972. The oil situation could well have improved 
considerably by then. 


RATES AND PRICES 


Closing prices, Tuesday, December 14th, 1971 


Tax Reserve Certificates: (29.9.71) Companies 34%; 
296 surrendered for cash; Personal 3396 


Bank Rate 
Nov. 18, 1967 8% Mar. 5, 1970 7395 
Mar. 21, 1968 7396 April 15, 1970 795 
Sept. 19, 1968 795 April 1, 1971 6% 
Feb. 27, 1969 8% Sept. 2, 1971 5% 
Finance House Base Rate – December 1st, 1971. 5% 
Treasury Bills 
Oct. 8 . £46763% Nov, 12 .. £4°5480% 
Oct. 15 .. £4°6103% Nov. 19 .. £45135% 
Oct. 22 .. £4°5723% Nov. 26 .. 44280596 
Oct. 29 .. £4'5610% Dec. 3 .. £42203% 
Nov. 5 . £45693% Dec. 10 2 £43150% 
Money Rates | 
Day to day 3-4 % Bank Bills 
7 days T 36-4 % 2 months 46-4 96 
Fine Trade Bills 3 months 41-41 96 
3 months .. — 5-5196 4 months . 4—4} 96 
4 months 5-54% 6 months . 4$ 4496 
6 months 54-52% 


Foreign Exchanges 
New York 2°5190 Frankfurt 8:2262 
Montreal 25115 Milan 1525'00 
Amsterdam 8-2549 Oslo 17'0112 
Brussels 114775 Paris 13:8862 
Copenhagen 18:1250 Zürich 9:8075 
Gilt-edged 

Consols 4% 46% Funding 64% 85-87 89% 
Consals 24% 28% Savings 3% 65—75 92% 
Conversion 34% 40% Treasury 9% 1994 1042 
Conversion 5196 1974 .. 100% Treasury 64% 1976 . 101% 
Conversion 695 1972 . 10052 Treasury 34% 77-80 .. 84 
Funding 34% 99-04 .. 48$xd "Treasury 34% 79-81 831 
Funding 4% 60-90 .. 98 Treasury 5% 86-89 75% 
Funding 54% 78-80 .. 92 Treasury 54% 08-12 .. 68 
Funding 54% 82-84 .. 8ọłxd Treasury 24% .. 9295 
Funding 52% 87-91 .. 80% Victory 496 s 974 
Funding 6% 1993 .. 80 War Loan 34% .. 40$ 
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Patterns for the 


Profession 


Sir, – Recent evidence of ‘grass roots’ support for some measure 
of professional integration is interesting, and indeed welcome. 

The 1968 scheme foundered, it would seem, on two main 
issues; firstly, the declared reluctance of members of (in 
particular) The Institute of Chartered Accountants in England 
and Wales to admit some 25,000 ‘chartered accountants’ with 
no experience in a professional office, and secondly the number 
of separate issues combined in the one ‘package deal’, which 
denied members of the participating bodies the opportunity of 
voting separately upon each. 

The essentials of any rationalization of the profession's 
present structure, in my submission, must include the pro- 
tection of existing legal rights; a reduction in the number of 
professional 'labels', so that Government and the public may 
have a better idea of with whom they are dealing; and an end to 
the proliferation of ‘mushroom’ bodies fixing their own standards 
of training and competence. 'T'he time is not ripe (if indeed it 
ever was) for a ‘package’, but a step-by-step approach might 
achieve something. 

Not without trepidation, therefore, the following is put 
forward as an outline for consideration and — dare I hope? — 
discussion by your readers: 

Stage 1: the establishment of a unified 'Institute of Chartered 
Accountants' of the United: Kingdom (and with luck, the 
Republic of Ireland). Whether this comes about as an ab- 
sorption of England by Scotland, of Scotland by England, the 
integration of England and Scotland into Ireland or any other 
form of words, is not immediately to the point. It is no dis- 
paragement of the high standards achieved by the Scottish and 
lrish Institutes to point out that their present memberships 
(approximately 9,000 and 2,500 respectively) are significant 
only as constituents of the group of 'recognized accountancy 
bodies’, and that in isolation they would remain a minority 
movement. Hadrian's Wall is no longer an effective barrier, and 
the layman calls all chartered accountants ‘CAs’ anyway. 

Stage 2: the unified Institute to admit as of right, at least for 
a transitional period, any person satisfying all of the following 
conditions, namely: 

(a) that he is qualified by examination as a member of a body of 

accountants established in the United Kingdom; and 

(b) that he is recognized by the DTI, either by virtue of such 

membership or in his own capacity, for the purposes of the 
Companies Acts; and 

(c) that he has been engaged in public practice, either as a 

principal or.as a clerk, for not less than three years; and 

(d) that at the date of his application, he is engaged in public 

-practice as his main or only occupation. 

The effect of these provisions would be, of course, to en- 
franchize as potential chartered accountants the present 
practising membership of The Association of Certified Ac- 
countants,. together with a smaller number (a few hundreds?) 
of practising accountants at present holding recognition under 
section 161 (1) (b) of the Companies Act 1948. 

Stage 3: (numbered thus for reference only, since in point of 
time it could, and well may, proceed independently of stages 
1 and 2); the establishment of a common education and training 
policy and joint examining board, leading within the foreseeable 
future to full ‘integration of the Association and the ICWA. 
Possibly such a body would be prepared to consider ad eundem 
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applications from chartered accountants employed in industry! 

No doubt there are imperfections of detail, but these proposals 
would protect, and indeed enhance, the position of all account- 
ants already enjoying unrestricted practice rights in the UK; 
they could reduce five independent bodies to two: and they 
would not inhibit the flexibility of transfer for individuals between 
the practising and non-practising wings of the profession. 

'T3e position of the IMTA would require further consider- 
ation, possibly as a ‘Stage 4’, in view of its status as a small and 
highly specialized body with certain unique functions in the 
field 5f public finance. 

Yours faithfully, 


WILFRED. 


Government Expenditure 


Sir, - Well, there you are, the cat is out of the bag! The 
floodgates are open! The signs or portents are quite clear! Use 
whichever metaphor you fancy, it is now every man for himself 
and the devil take the hindmost. Lord Boyle has said ‘it makes 
sense’ zo it is not for us to question the wisdom of increases in 
pay and expense allowances for Ministers and MPs. 

Let the band-wagon role – as long as I am abroad, or afloat, or 
wherever it is the Gadarene swine are going in their headlong 
slither -o self-destruction. Thirty-eight per cent is it? Well, 
why пог, what's in a percentage anyway. That is only 4*7 per 
cent corapounded over seven years – jolly modest I call it! The 
cost of Irving has gone up 44 per cent in that period, we are told. 
Well, who put it up? 

If the miners, the postmen, the engineers, the Uncle Tom 
Cobleys and all, now ask for а cool со per cent they will be just 
in time іо get nothing as inflation doubles itself over the next 
five years. 

My ad-ice to anyone today is, if you haven't got a mortgage 
get one. If you have got a mortgage, double it. Take out a 
bank loan immediately and buy that colour television on a hire- 
purchase or credit sale agreement forthwith. These are all 
excellent Ledges against inflation – you buy in good pounds and 
pay back in devalued ones! 

Two hundred years ago Adam Smith wrote (though the 
italics are mine): 

‘It is the highest impertinence and presumption ... in 
ministers, to pretend to watch over the economy of private 
people ard to restrain their expense, either by sumptuary laws, 
or by pronibiting the importation of foreign luxuries. They are 
themselves always and without any exception, the greatest spend- 
thrifts in :ociety. Let them look well after their own expense 
and they may safely trust private people with theirs. If their 


- own extravagance does not ruin the state that of their subjects 


never will? 
Fools, consumate fools that we are. If the juggernaut of 
government zpending is not halted now, there is no hope for us. 
Need I say more? 
Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL, F.c.a. 


Liverpool Society Dinner 
Sm, - With reference to the letter in The Accountant for 
December gti, under the above heading, the Committee of 
'The Liverpoo Society of Chartered Accountants wishes to' 
state that it aleo deplores the bad manners of a minority of the 
members and guests who attended this function. 
Yours faithfully, 

J. A. COLVIN, 

Hon. Secretary, 

Tue LIVERPOOL SOCIETY OF 


Liverpool. CHARTERED ACCOUNTANTS. 
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Financial Strategy at Eastbourne 


HE Eastbourne’ conference оп 

‘Financial Strategy’ earlier this month 
(The Accountant, December 9th) attracted 
a diverse group of policy-makers from 
both the accounting and consulting 
professions, and manufacturing and ser- 
vice industries, including the merchant 
banking world. It was this common 
involvement in policy-making that al- 
lowed the necessary base for the some- 
what innovative angle from which topics 
were discussed. 

Professor E. A. Lowe, В.5С.(ЕСОМ.), 
F.C.A., А.С.1.5., started the examination of 
the first theme, ‘A Strategic Framework 
for Control', with the thought that it was 
necessary for finance directors to con- 
ceptualize problems before actualizing 
them. Illustrating the way in which he 
regarded a firm as a related set of financial 
projects, he referred to simple algebraic 
equations — objective functions of a firm 
that were to be satisfied, subject to vary- 
ing constraints. 

These ‘outcomes and influences’ could 
well be profit maximization, influenced 
by certain risk elements and lack of 
working capital. 

He referred again to the problems of 
working capital when offering that the 
major corporate problem is the flowing 
of funds out, before the inflow of funds. 
He suggested that the role and function 
of the finance staff was to manage this 
gap, bearing in mind the paradoxes of 
risk and lost opportunities, whilst at the 
same time reflecting on the effect of 
strategies undertaken on the share values 
of the company. 


Definition of objectives 


Continuing development of the 
strategic planning function, Mr A. W. 
Knight drew on the activities of his 
company as examples of the problems 
facing a large enterprise. 

He acknowledged that the right strategy 
was not obvious, and the search for it 
difficult. A policy of 'suck it and see' 
was used in Courtaulds, it being implicit 
that the clear definition of objectives 
was known whilst finding the ultimate 
strategy. 

During this evolutionary process there 
was a need for growth as opposed 
to the attainment of either a stable or 
decreasing financial position. Mr Knight 
suggested that earnings per share was 
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more advantageous as a currency for 
acquisition, rather than being wholly 
acceptable as a measure of the change in 
this position. 

As far as forecasting was concerned, 
any attempt to make long-term forecasts 
would serve only to feed in misleading 
information, particularly where the busi- 
ness environment was uncertain in the 
short term. 


Information systems 
Examining the topic of information 
systems, he stated that information and 
operations were so intermingled that 
there were no separate information 
systems; there were some people whose 
information-providing role outweighed 
their operational role. Perhaps the finance 
role generally had a bias in this direction. 
At the end of the first day, Mr Adrian 
Cadbury, M.A., gave his impressions of 
the impact senior finance men should be 
making in fields of management informa- 
tion control in forward planning. 
Reference was made to the changing 
environment in which businesses were 
situated. He noted the rise of the pro- 
fessional manager who was trained to 
think and manage in financial terms, and 
expecting to be measured by financial 
results. Criticism of the finance function 





was largely misdirected. Financial in- 
formation which was published was 
meaningful and of value, provided that the 
inherent limitations were recognized. 
It was pointless to attack the finance 
function for not giving information that it 
was not designed to give. 

He saw the corporate finance director 
as an integral part of decision-making and 
control of operations. Senior finance 
men are not called in to evaluate the 
decisions already taken. The corporate 
finance director has three additional major 
roles: to be responsible to the board for 
financial control of the enterprise, to 
maintain the vitality of the finance 
function by keeping it up to date and 
innovative and finally, to be an active 
board member taking a full part in form- 
ing Board policy. 

‘Funds Management in an Inflationary 
Economy’ was the second theme of the 
course, and Professor Clarkson, M.SC., 
PH.D., immediately related the major 
problem of the matching of cash flows to 
this topic by pointing out that it was the 
time span that emphasized the significant 
effects of inflation on financial strategy. 
The greater the gap in time, the greater 
the extent to which inflation altered the 
availability of working capital. 

He quoted the Rolls-Royce situation as 
an example of the way in which certain 


Mr J. Forbes, F.C.A., the course director, right, explaining a point to Mr D. H. Glover, GB.E., 
F.C.A., a syndicate chairman, /eft, and Mr J. A. Noble, B.Sc.(Econ.), F.C.A., also a syndicate 


chairman. 
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Mr G. M. Pearson, F.C.A., a member of the directing staff, /eft, with Mr J. Tarran, F.C.A., 


F.C.I.S., and Mr D. V. Crome, F.C.A. 


accounting practices affected cash flows 
and the effect of inflation on ‘true’ net 
current assets, as well as ‘cash flow’ 
profits as distinct from ‘accounting’ 
profits. He suggested that the money 
ostensibly received to fund the vast 
research and development expense neces- 
sary for the RB-211 project, had in fact 
been 'misused' through high commit- 
ments for taxation and dividend pay- 
ments. 

Mr P. К. Clayton, A.I.B., started his 
talk on the movement and utilization of 
both medium and short-term funds with 
a brief survey of the structure of the 
London money market. 

The Bank of England was a major 
influence in the market, although direct 
governmental influence in London was 
comparatively small. The role of the 
discount houses in this regard was dis- 
cussed. 

Effects of the recent White Paper 
allowing bankers ‘to lend on a new basis’ 
included more flexible and new methods 
of funding. Even though this were the 
case, Mr Clayton emphasized that the 
maximization of the use of funds was an 
ever-important aim. He felt that indus- 
trial companies would play a greater part 
in the money market both by lending 
their own and borrowing other companies’ 
surplus funds. 


Human problems 


Mr James Forbes, Е.С.А., chaired the 
sessions entitled ‘Organizational and 
Human Context of Control', perhaps the 
most, innovative topic of the course. This 
session attempted to relate behavioural 
sciences to the overall problem of control, 


with specific emphasis given to financial 
strategy and control. 

Human problems such as morale and 
motivation were brought out by Mr 
Н. R. Sykes, M.A., LL.B., С.А., who 
empbasized the necessity both for the 
need for a better understanding of the 
behavioural sciences by accountants and 
the way in which this knowledge could be 
to the mutual benefit of employers and 
employees. 

If the success of businesses depended 
upon viable formulation and effective 
execution of strategies, which were 
dependent upon human factors, then it 
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was readily apparent that formal training 
of accountants and senior finance men 
was a necessity. Human problems were 
perhaps more important for senior 
accountants than the financial techniques 
employed by them, particularly in the 
field of budgetary control. 

Dr А. С. Hopwood, m.sc.(Ecow.), 
M.B.A., continued this thought with the 
view that accounting problems reflected, 
not the inadequacies of present pro- 
cedures, nor necessarily of accountants, 
but the way in which these procedures 
were used by other managers. Further- 
more, they did not occur in isolation, but 
were closely related to other important 
features of the way in which managers 
go about their job – their general manage- 
ment style and approach. Consideration 
should be given by those present to the 
type of motivational assumptions that 
were built into financial control systems. 


Call for support 


Sir Ronald Leach, С.В.Е.. Е.С.А., spoke 
on the contribution of finance directors 
to the field of accountancy standards, and 
called for their understanding and support 
for the Accounting Standards Steering 
Committee. Of those exposure drafts 
that would presently be published, there 
was no doubt in his mind that the one 
that would be of greatest interest and 
somewhat revolutionary was that on 
‘Inflation Accounting’ – a subject of 
obvious and pressing significance. 

The final session of the course was 
devoted to placing of strategy and control 
into a purely financial context. Mr W. 
Poldervaart explored the ways in which a 





Left to right: Mr C. |. Ball, F.C.A., a session chairman, Мг К. Winkles, F.C.A., Mr J. M. MclInnes, 
B.Sc., M.B.A., D.B.A., a session chairman, and Mr D. E. J. Oatway, A.C.A., M.B.A., a member 


of the directing staff. 
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rapidly-changing technological environ- 
ment altered the demands placed upon 
organizations as a whole and finance 
functions in particular. 

His own firm was witnessing significant 
changes in the technology used in the 
product and component parts offered 
` by his organization. This had resulted in 
necessary changes of corporate structure 





so as to allow for the best control of the 
operations. He noted that the rate of 
change was accelerating. 

More frequent monitoring of strategies, 
the need for greater accuracy in fore- 
casting, the increased flexibility of policies 
and personnel, and the need for multi- 
purpose buildings were given as examples 
of the increasing demands that were 







being placed upon industrial entities 

Great interplay of experience, bot 
theoretically and practically-oriented was 
seen. throughout the course. It. wa 
apparent that this course, concentratin: 
on policy rather than technique, indicatec 
the Institute’s response to the need 
change in the emphasis of its po 
qualification training. 





Package Deal 


Teaching the Computer to Tick 


REATORS of computer audit pack- 

ages do not improve with time, 
according to Mr A. Oakley, в.сом., 
А.С.А., of Whinney Murray & Со. 
Speaking at last week's monthly luncheon 
meeting of the London Chapter of the 
Institute of Internal Auditors, Mr Oakley 
alleged. that the claims made for such 
packages were often on a par with soap 
powders, and that assertions of versatility, 
efficiency, economy and so on were more 
easily made than justified in practice. 

Mr Oakley reminded his audience that 
‘computer audit packages’ might equally 
well be described as ‘audit software’; 
the maintenance of accounting records 
on computer files did not mean that 
audit objectives would change, and it was 
possible to write computer programs 
to enable the computer to perform some 
of the more mundane aspects of audit 
work. The auditor could avail himself of 
the computer's enormous reserves of 
speed, reliability and capacity; for in- 
stance, in one specific application, three 
months’ purchase transactions — over a 
million items — had been checked on a 
computer program in approximately one 
hour, а task which would have taken an 
incalculable time by conventional manual 
methods. Computers, unlike junior audit 
staff, were not affected by Monday 
mornings, nor did they present other 
personal failings. 


Audit trail 
Where the design of a computer 
system results in loss of the audit trail, a 
computer program may be the only 
method of overcoming this loss — for 
example, by printing out some items 
which are not printed out elsewhere. 
The wider use of computer programs 
by auditors has been to some extent in- 
hibited by considerations of cost and 
time; in reply to a question following his 
address, Mr Oakley quoted a cost of a 
typical. UK ‘home-produced’ program 
as in the range of £500 to £1,000, com- 


pared with five or six times this amount 
for programs from some of the American 
computer or software houses. Audit 
programs must be specified, written and 
tested in the same way as any other 
computer program, and to produce them 
on a ‘one off’ basis may be technically or 
economically beyond the resources of the 
typical auditor. The introduction of 
computer audit packages — pre-written, 
pre-tested generalized audit programs ~ 
was designed to overcome this difficulty. 


Model audit package 


Mr Oakley provided a useful set of 
criteria for a model audit package. It 
should have adequate facilities and be 
capable of doing whatever the auditor 
wishes, in particular: 


(1) Input — ability to access any files, 
however organized (whether direct 
access, random access, random 
sequential or some other basis) and 
on whatever device, from any com- 
puter. 

(2) Processing. — any form of data 
manipulation including: 

(a) arithmetic; 
(b) logical, including selection, error 


detection, comparisons,  cate- 
gorization, stratification and ana- 
lysis; 

(су sampling, including statistical 
routines; 

(d) sorting. 


(3) Output — flexible output with control 
data, reports in flexible format, or 
other files for future reference or 
interface with clients’ systems. 

Arithmetical tasks, including totalling, 

summarization and calculation could be 
dull and boring, but were most important. 
Mr Oakley quoted several instances 
where the inclusion of simple arithmetical 
checks in a computer audit program had 
brought to light weaknesses or omissions 
in the client's system. 

The package should be simple and 

capable of ready use by auditors who were 
not computer experts or programmers. 


































Ideally, it should also be economi 
and easy to run, with minimal use 
computer time or assistance from c 
puter staff. ‘Multi-pass’ programs w 
seldom popular with data processi 
managers! 

The program should also be reliable 
An auditor would impose further che 
on print-out material from а clien 
program, but should be able to form hi 
conclusions without further check on th 
output of his own. The cost should. 
as low as possible, and should not exce 
the cost of a премију written Progen 


Package review 


There were over a dozen audit раска 
in use at the present time, some develop 
by auditors and others by compu 
manufacturers or software houses 
majority of these had been devel 
the United States of America, t 
Mr Oakley mentioned ask збо, develo 
by his own firm, and AUDITFIND 
manufacturer's program, as of UK orig 

These various programs showed diffi 
ences in approach to several areas — fo 
instance, the different types of computer 
on which the package would operat 
complexity of files handled, number 
passes necessary to achieve the au 
task, whether exclusive use of | 
computer was required, differences 
parameter languages and degree 
programming expertise necessary. Th 
were at least two audit packages (0 
developed by auditors and the. other 
a software house) which, according. 
Mr Oakley, required a knowledge 
COBOL computer language. | 

Mr Oakley concluded his address b 
advising his audience not to be scared. 
of computer packages, but to get hold of. 
one and try it. 

Mr В. W. Schwarz, B.sC.(ECON.) 
A.C.W.A., second Vice-President of th 
London Chapter, who presided at th 
luncheon, apologized for the unavoidabl 
absence of both the President, Mr R. P. 
Wylde, F.c.a., and the Vice-President, | 
Mr C. L. Duly, M.B.E., F.C.C.A. Despite – 
the presence of the ‘third eleven’ in th 
chair, he said, the occasion had been . 
redeemed by Mr Oakley’s interesting 
and authoritative exposition of an ex- 
tremely complex subject. 



















UTURE prospects for the City of 
‘London within EEC were discussed 
distinguished panel of speakers at 
t week's conference entitled "The City 
nd Europe', at the Royal Lancaster 
otel, London. This event had been 
arranged by the Financial Times, in 
ssociation with The Investors’ Chronicle 
nd the London Europe Society, to assess 
the challenges and opportunities facing 
ity of London institutions as a result of 
| forthcoming British entry into the 
_ Common Market. 

| Under the chairmanship of Sir Cyril 
Kleinwort, the speakers included Sir 
Leslie O'Brien, Governor of the Bank of 
ngland; Mr John Prideaux, chairman 
of National Westminster Bank; Mr 
Charles Villiers, chairman of Guinness 
= Mahon; and Sir Martin Wilkinson, 
-chairman of the London Stock Exchange. 
^. In his opening address, Sir Leslie 
"O'Brien. reaffirmed his own personal 
' conviction that it was right for the UK to 
join EEC. He did not consider that the 
- change in sterling's role that would follow 
Ње UK's entry presented a threat to the 
. City of London – a view shared by Sir 
"Kenneth Keith in his recent Dallas 
_ lecture and also, claimed Sir Leslie, by 
с most others in the City. 

СА distinction must be made between 
the reserve role of sterling and its 
trading role, and a decline in the former 
‹ does not necessarily lead to a decline 
in the latter’, ће said. ‘Even more import- 
| ant, the past decade has shown that the 
City can flourish and expand inter- 
nationally even when sterling is weak, and 
| the international use of sterling is being 
|, curtailed.’ 
















Not a reserve currency 


Би Leslie also rejected the notion that 
-sterling could become the reserve cur- 
rency of Europe after Britain joined the 
< Common Market. Sterling could not 
‘become the asset in which the Com- 
munity as a whole held its external 
- reserves, if the UK were itself a member. 
All that could happen is that other 
members might choose to hold sterling, 
so that some or all of the external 
resegves of the Community would be- 
come concentrated in the UK. 
Sterling would continue, Sir Leslie 
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added, to have its own character but 
would become less distinctive and more 
like other major currencies in EEC. 
These developments need have no ad- 
verse effect on the City's prospects. 

Discussing the financial aspects of 
Britain's entry into the Common Market 
from the point of view of the clearing 
banks, Mr John Prideaux thought that 
they were likely to be less quickly 
affected by the new situation than would 
many of their industrial customers. In 
recent years the clearing banks had 
increased both their connections and 
their business with the Continent in a 
number of ways, and would have done so 
even if there had been no prospect of 
Britain becoming a member. 

But, Mr Prideaux said, there was little 
likelihood of the clearing banks develop- 
ing branch networks on the Continent on 
a large scale; Europe, like Britain, was 
‘already fairly fully banked’. 

Similarly, he did not ак that 
Continental bankers would see much 
attraction in opening branches in Britain, 
and he described full-scale cross-frontier 
bank mergers as ‘unlikely’. 


Direct investment 


The clearing bankers were often asked 
whether they anticipated direct invest- 
ment in commercial enterprises. on 
Continental lines. Mr Prideaux foresaw 
development on these lines, though not 
immediately; he believed that a bank 
making an advance which was in effect 
risk capital should also have an equity 
participation. 

Speaking on 'Merchant banks and 
cross-frontier mergers in an enlarged 
EEC’, Mr Charles Villiers urged the 
Bank of England to relax its rules on 
direct investment overseas; at present, 
British merchant banks work at a 
disadvantage іп providing financial 
services in Europe. If they were te be 
successful in Europe, they would need a 
helping hand. 

With less optimism than some of his 
fellow speakers, he did not pretend that, 
as things are, the prospects for the City 
in Europe were rosy. But they were 
challenging for the merchant banks to 
develop, with European partners, the 
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Challenges and Opportunities of EEC Membership 


many services which were their stock-in- 
trade. 

In the area of financial and allied 
services he said, ‘the City's market 
penetration of Europe is small. 

"With a market penetration of about 
only 12 per cent of all our overseas 
financial services effort, we do not have a 
very large base to start from. We shall 
have to build it up.’ 

The large and profitable overseas 
financial services business we now under- 
took was with non-European countries. 
It would be folly to lose it, or to let it 
wither. 


European capital market 


Sir Martin Wilkinson opened the final 
session on “The Stock Exchange’s role 
in Europe’, by saying that the London 
Stock Exchange, because of its dominant 
size among the bourses of Europe, would 
enter the community from a position 
of strength; he thought that its contribu- 
tion to the formation of a European 
capital market could be crucial, 

He also voiced the fear that the 
Common Market might be too inward- 
looking, and claimed that a European 
capital market might try to shut out 
capital from outside the Community. 
Development of a European capital 
market, according to Sir Martin, should 
not be at the expense of the maintenance 
and development of relations “between 
member countries and the capital markets 
of non-member countries. 

Looking to the future of the London 
Stock Exchange when Britain was inside 
the EEC, he hinted that foreign financial 
institutions might be allowed to become 
shareholders іп British  stockbroking 
firms. Moreover, he suggested greater 
participation in the London stock market 
by continental broking firms. ‘Can we not 
envisage the growth of truly international 
brokers and, indeed, jobbers trading on 
several floors? E 

‘In London we may develop a two- 
tier system of dealing to provide an 
adequate market both in major securities 
and in those less active. I am sure we will 
find more and more use for information 
systems of greater and greater sophisti- 
cation.’ 
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STUDENT ROUNDABOUT 


Nine-month Courses – By Compulsion 


HE Institute's document A Policy 

for Education and Training notes that 
the Institute intends to make successful 
completion of a nine-month course an 
essential qualification for entry into 
articles in the case of those not holding a 
degree from a UK university and that 
these courses should not count towards 
the period of articled service. 

'The proposals have such significance 
for students, tutors and principals that 
I should like to indicate some of their 
implications and put forward a case for a 
short period of office experience before a 
course counting towards the training 
period. 


Compulsory for non-graduates ? 


I believe that the majority of students 
entering the accountancy profession in 
the next decade would benefit greatly 
from a broad, professionally relevant 
education at an early stage of their 
careers. І thus agree the concept of 
nine-month courses to be admirable. 
The realities of the situation, however, 
must not be ignored. The courses must 
not only be of use to students in their 
later careers, but should also be so recog- 
nized by students if they are to benefit. 
The main criticism of nine-month 
courses in the past has been that they 
have little relevance to a student’s early 
office work. The Institute fostered the 
belief that the courses had this relevance 
by giving successful students exemption 
from the Intermediate examination; this 
misled principals into believing that 
students from these courses could be 
‘equated with those having 18 months’ 
office experience; nevertheless it helped 
„ће Institute to ‘sell’ the courses. 
I agree with the Institute's ‘new’ view 
“that courses are not primarily directed 
towards office work, and that their 
function is to train the intellect, par- 
ticularly its ability to cope with complex 
professional problems which will arise 
throughout the student's subsequent 
career. 


Lack of control? 


The question is, are the courses able to 
fulfil this function? The present ‘volun- 
tary' courses have met with criticisms 
from many quarters regarding the lack 
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of control held by the Institute. At the 
present time the Institute merely has 
occasional meetings with administrators 
in the public sector and, on occasions, 
sends a representative to talk to an 
official at polytechnics. 

'The Institute could, in the last resort, 
cease to recognize a polytechnic as 
meeting its requirements, but what would 
then happen to students in that area 
wishing to become chartered accountants? 

Presumably they, and others where 
there are no such courses, must either 
live and study in another area (on their 
small grant if they are sufficiently lucky 
to obtain one) or, perhaps against their 
inclinations, take a university degree. 

It appears that standards on many 
courses are, frankly, poor. Alistair 
Greeves, a member of the ACASS 
Education Board, who is preparing a 
report on courses for the Board, has 
already been informed by one student 
that his course was ‘purgatory’. The 
more I hear about the courses, the more 
uneasy I feel. 

The mistake should not be made of 
equating these courses with GCE or 
similar examinations. Students will follow 
nine-month courses for one specific 
purpose, and that purpose only — to be- 
come eligible to enter articles with a 
chartered accountant. Students take GCE 
examinations because the majority of 
skilled jobs today require such an initial 
qualification. Accusations of short- 
comings in the GCE studies and examina- 
tions will not be levelled at the Institute — 
those of nine-month courses will. 

If the Institute finally decides to make 
the courses compulsory it will face the 
problem of finding something in the 
region of 2,500 polytechnic places — 
problems of capacity in individual areas 
have scarcely been considered! 


Fitting in with the 
training contract 
Should nine-month courses be included 
in the training contract? This is not a 
question of the length of service desirable; 
that can be adjusted to an optimum period 
whether or not the nine-month course is 
included. 

There are many arguments against 
excluding the nine-month course from 

























the training contract period, and I se 
out those I feel to be most pertinent 
Section 24 of the Institute's nine-montl 
course booklet states: 


‘The Institute regards it as import: 
that in any first course undertaken by a 
articled clerk — whether the full-tim 
courses or the shorter introductor 
courses ~ he should be introduced t 
the work and history of the Institute 
its district societies and branches, an 
the meaning of “а profession": ће 
should be made to feel from the outse 
that he is a member of the accountancy 
profession. Articled clerks themselves 
have stressed the importance of t; 
and discussions on the above matters 


I have always keenly supported thi: 
view; it seems strange that the Institu 
has decided that the matter is not impo 
ant after all, and that it can disregard the 
views of students which it indicates in th 
quotation above. 

The student will, under the new pro 
posals, be in a strange ‘no-man’s land’ 
for whilst he will have committed himsel 
to study for membership of the Institute 
he will be isolated from contact with tha 
body, district societies and studen 
societies. | 


Area of doubt 


The student will not even know, unt 
after he hears that he has successfu 
completed his course, whether he wil 
be able to find a principal willing to ta 
him into articles, let alone a suitabl 
principal near his home. 

He will study, therefore, in an atmos 
phere of doubt – he may well have. to 
start tramping the streets searching fora ^ 
chartered accountant who will promise | 
him articles, even as his Final examina- _ 
tions approach. Will this be welcomed 
by tutors, let alone students? : 

The Institute should recognize. th 
serious nature of this gap in its proposals 
It must be made to realize that it simpl 
cannot carry them out as at present 
intended. It could try to amend them to: 
allow for a complex structure of arrange- | 
ments between principal and student | 
which will enable them both to- know | 
that it is reasonably certain that aricles | 
will be entered into at a specified future - 
date. The simple alternative is to sign: 
















ticles at the commencement of the 
sourse, as is the case at present. 


| Practical experience 

- Should there be provision for periods of 
office experience prior to nine-month 
urses and counting towards the training 
period? The Institute’s booklet, section 
19, on these courses states: ‘Some 
rincipals are in favour of requiring 
erks to undertake a period of practical 
xperience beforehand.’ 

“T have found support for the concept of 
initial, short period of office training 
om the vast majority of students, 
tors and principals with whom I have 
iscussed the matter. Students find it 
most impossible to relate their studies 
hich are ‘professionally relevant’ to the 
work of an accountant if they have never 
een the daily life of his office. If one has 
no knowledge of the way in which a 
professional person operates, then one 
may derive little from studies based on the 
professional concept. 

Tt is quite possible that a student may 
make ‘tentative arrangements’ with a pro- 
ective principal, successfully complete 
s course, sign articles, start work in an 
























office, find he is disillusioned with the 
work the accountant really does, and leave. 

Tutors are divided on the issue. Some 
believe the student may receive 'set 
ideas' in the office. The majority appear 
to think that students who know how 
their studies relate to the work of a 
chartered accountant are more highly 
motivated. In relation to the views of 
principals I am content to agree with the 
quotation from the Institutebooklet above. 

I do not suggest that all clerks should 
follow this pre-nine-month course train- 
ing. There is much evidence, however, 
to suggest that many would wish to do so 
and should do so. The Institute should 
provide the necessary incentive, otherwise 
students will assume that there is no 
advantage to be gained. 


A common goal 


Education is very much an individual 
matter, and I believe that it is vital for 
principal, student and tuter to be in 
harmony and to recognize a common goal. 
I am afraid, however, that grave diffi- 
culties will arise if the Institute carries 
out its stated proposals with the sensitive 
issue of nine-month courses. 


The Institute should, therefore, take 
greater care in propounding educational 
policy and its immediate action in my 
view should be to: 


(1) Instigate a thorough review of the 
efficiency of nine-month courses, in 
relation to the Institute's objectives. 

(2) Consider making the courses com- 
pulsory only when they are generally 
found to be satisfactory in meeting 
these objectives. 

(3) Include them in the training con- 
tract. 

(4) Provide for short periods of office 
training prior to courses to count 
towards the period of qualification 
Service. 

Those pointing out specific examples 
of defects in nine-month courses have 
been told that it is unfair to judge the 
courses yet as they are only in their 
infancy. If this is true, as it surely is, it 
seems the Institute is a little too en- 
thused with the principle of higher 
education to study the consequences of 
its actions. It was once noted for its 
characteristic of tenacious inaction; let us 
hope that the winds of change blowing in 
the corridors of Moorgate Place have not 
replaced this affliction with that of dogma. 





PEAKING for the first time at a 
Sw student society annual dinner since 
“his election as Vice-President of the 
Institute, Mr E. K. Wright, M.A., F.C.A., 
. declared at the Nottingham CASS dinner 
on Tuesday of last week that he was 
genuinely delighted that his ‘curtain 
raiser’ should be at Nottingham, because 
_it-was a Nottingham-bred accountant for 
whom he had a higher regard than any 
other: he was, of course, Sir Harold 
· Howitt ‘and it will mean a very great deal 
to me to see the prize he founded awarded 
by his son to this year's winner’. 

| Mr Wright, who was responding to the 
_toast of the Institute, which had been 
“proposed by Mr W. L. Miron, с.в.в., 
OOQST.., Тр. D.L., J.P., went on to say: 
fto nearly all of you Sir Harold will be no 
"more than a distinguished name. To me 
che was a very real person. Не had a 
‘unique gift of making people much 
“junior to him — in ability and experience 
.as well as in years — feel that he was 
"really interested in their ideas and that 
-he had faith in their abilities’, 










Working out own standards 

One of the platitudes which bedevils 
the xelationships between our age groups, 
continued Mr Wright, was that which is 
called the generation gap. ‘If I tell you 


Taking a Pride... 


that I was young once, and have a good 
memory, you are perfectly free to retort 
that I was never young in the world 
that you are young in. If I whistle to keep 
my courage up and tell you that one of the 
compensations that people like me enjoy 
is that we have the benefit of experience, 
you are entitled to reply, that in this time 
of technological change, with computers, 
sophisticated information systems, etc., 
experience is no substitute for knowledge, 
I concede these tricks to you without a 
struggle.’ Mr Wright said that students 
were working out their own standards, 
their own attitudes to life and for him to 
attempt to integrate his standards and his 
attitudes with theirs would be in- 
gratiating and humiliating. 

The word ‘pride’ had a rather old- 
fashioned sound today. It was one of the 
deadly sins, it had a jingoistic sound, it 
was regarded as rather bad form. In 
excess it is no doubt all these things. But 
he suggested that we had gone too far 
in the opposite direction. ‘We are living 
in the age of denigration. We run down 
our country, we criticize our politicians, 
we despair for the environment, we 
grumble about our jobs, we envy those 
who appear more successful than our- 
selves, we are fearful of inflation. We are, 
in short, thoroughly dissatisfied and 


wallow in our misery. The grass, we think, 
is greener on the other side of the fence.’ 

Economically, said Mr Wright, the 
UK was strong and has never been as 
weak as many have tried to make it out to 
be. Industrial potential was considerable. 
Between 1969 and 1971 productivity per 
man increased by nearly 10 per cent. He 
went on: ‘Our own profession is some- 
thing we can be proud of. In the last six 
months I have had many meetings with 
accountants from abroad ~ I think I 
must have met representatives of other 
Institutes in more than 20 countries and 
I found that the English Institute has little 
to apologize for. 


A good profession 


"Ihe decrying of all things British has 
gone too far', concluded Mr Wright, 'and 
it is unduly discouraging to people like 
you who are at a start of their careers. 
You are living in a good country, in a 
good political system and are making 
your careers in a good profession. Give 
yourselves the chance to enjoy them,’ 

Mr К. J. Bull, в.5с.(ЕСОМ.), A.C.C.A., 
principal lecturer in accountancy, Trent 
Polytechnic, proposing the toast of ‘the 
Society, declared that education and 
training had not always been the closest 
of associates; indeed, some would doubt 
whether the marriage had ever been fully 
consummated, 

It was education and training coupled 
with such qualities as integrity, wisdom, 
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judgement and perception that made the 
accountant a professional rather than a 
technician. "The relationship between 
the two is the relationship of principle to 
practice, of knowledge of relevant fact 
and understanding of concept to the appli- 
cation thereof', said Mr Bull. While the 
accounting profession had always ad- 
mirably exhibited the more abstract 
qualities, had much improved its training 
facilities and mastered relevant fact, it had 
substituted pragmatism for accounting 
principle. It was this, stated Mr Bull, 
which had led to the polarization of the 
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‘academic’ and ‘practical’ viewpoints in 
many nine-month courses. 


A common desire 


Mr Bull went on to say that there was 
an urgent need to find the middle ground; 
excellence must be sought both in the 
pursuit of accounting concepts and in 
accounting practice, but they were equal 
partners in a common wish to produce 
accountants of the highest quality. Dis- 
cussion and debate must continue until 
the two become a unity, he said. Refer- 
ring to the Institute’s forthcoming 
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announcement on its policy for education 
and training, Mr Bull said it was to be 
hoped that this policy will reflect a real 
reconciliation and not a carefully chosen 
form of words to paper over the cracks. 

During the evening, the Howitt Prize 
for the outstanding student in the area 
was presented to D. B. Atkinson by the 
donor’s son, Mr A. W. Howitt, M.A., 
Е.С.А., F.C.W.A., J.DIP.M.A. Mr I. P. 
Simpson, A.C.A., Vice-President of the 
Society, proposed the toast of the guests 
and Mr John Fortune, television actor 
and scriptwriter, responded. 





Standards — Today’s 


N recent times the profession had 

received a certain amount of adverse 
publicity both professionally and in 
relation to their finances, declared Mr 
Т. І. Waring, B.A., F.C.4., President of 
the Leeds, Bradford and District Society 
of Chartered Accountants, at the annual 
dinner of the Bradford and District 
CASS on Wednesday of last week. 

The latter, he added, now seemed to 
have taken a turn for the better and the 
former should be put in its proper 
perspective. The job of newspapers was, 
after all, to print news and how little 
of news value were the thousands of 
annual meetings which were held up and 
down the country throughout the year. 

Even the news that a company had 
increased its profits for the year by 30 per 
cent, said Mr Waring, and was increasing 
its dividend and giving a one for two 
scrip issue, only seemed to raise sufficient 
interest for the jobbers to take out their 
pencils and mark down the share price 
by ten pence. It was small wonder that 
on the rare occasion when someone did 
query the accounts, this received par- 
ticular publicity. 

"Phis does not mean to say that we, 
as a profession or the Institute in par- 
ticular, are sitting back on our haunches 
and saying that nearly everything in the 
garden is lovely, far from it', he stated. 
‘ "Standards" is the keyword of the day 
and everyone will be aware of the pro- 
nouncements on accounting standards 
and principles which are being, and have 
been, issued and also the plans for future 
training.' 

Mr E. R. Armstrong, F.c.A., the 
Society's President, who presided at 
the dinner, said that recently there had 
been discussion on the question of com- 
pulsory registration of public accountants. 


Keyword 


It seemed to him paradoxical that whereas 
auditors of limited companies must be 
qualified to meet the requirements of the 
Companies Act, the accounts of sole 
traders or of partnerships could still be 
prepared and audited by any so-called but 
unqualified ‘accountants and auditors’, 
who could advertise their services in the 
public press. 

‘I trust’, Mr Armstrong said, ‘that in 
your time you will see this unsatisfactory 
situation remedied and that no one can 
practice as a public accountant unless 
qualified and registered by law, as is the 
case with other professions.’ 

Legislation during the last ten years 
had made heavy demands on accountants, 
stated Mr F. D. Gardiner, an Inspector 
of Taxes at Huddersfield. The intro- 


duction in 1965 of the corporation and 
capital gains taxes had caused consider- 
able administrative upheaval, and he 
wondered whether the younger accoun- 
tants realized just how much their clients 
depended on them. 

Proposing a toast to the guests, John . 
Brearton, the Society's secretary, said 
articled clerks were always complaining 
about the pittance they received called a 
wage, which no true socialist would 
accept as a salary on which to live. 

Now, at last, ACASS was to conduct 
a nationwide salary survey, details of 
which were to be collected by student 
societies and all information gathered 
would be treated in the strictest con- 
fidence. He added a plea for full co- 
operation in the matter. 

Responding, guest speaker Mr Jack 
Peel, General Secretary of the National 
Union of Dyers, Bleachers and Textile 
Workers, said that just as accountants 
tried to teach people how to live within 
their means, the country too must do the 
same. 





Mr E. R. Armstrong, F.C.A., President of the Bradford and District Students' Society, centre, 
with /eft to right: John Brearton, the Society's secretary; Mr F. D. Gardiner, HM Inspector 
of Taxes; Mr J. A. Peel, General Secretary of the National Union of Dyers, Bleachers' and 
Textile Workers, and Mr T. L. Waring, B.A., F.C.A., President of the Leeds, Bradford & District 
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Entente Cordiale! Representatives of the French student body, Association Nationale des 
Experts Comptables Stagiaires (ANECS) were entertained to luncheon last Monday by ACASS. 
Later in the day they were guests at the London students’ annual dinner at the Hilton Hotel. 
ACASS has recently been considering the implications for articled clerks of the new Industrial 
Relations Act. Amongst those whose advice has been sought is Clive Jenkins, General Secre- 
tary of ASTMS, pictured (centre) at Monday's gathering with (from /eft to right) Messrs 
E. Jegodnik (ANECS) ; B. Chebbah (ANECS) ; Terence Webb (Press Officer, ACASS) ; David 
Gilks (Secretary, ACASS); Tony Cross (President, ACASS); and C. Saussais (President, 


ANECS). 


Notes 


and 
Notices 





PROFESSIONAL NOTICES 


Acar, Bates, Lepsam & Co and 
HanMoop BANNER & Co, Birmingham 
firm, announce that Mr WILFRID 
LAURENCE RICHARDSON, F.C.A., having 
reached retiring age, resigned from the 
partnerships on November 3oth, 1971, 
after spending 52 years with these firms 
and their predecessor firm HARRISON, 
West Lepsam & Co. 

DEARDEN, Harper, MILLER & Co, 
Lorp, Foster & Co, ANNAN, DEXTER & 
Со, and MorrisH, WALTERS & Со 
jointly announce the amalgamation of 
their practices effective from January 


Ist, 1972, under the name of DEARDEN, 
Lorp, ANNAN, MorrisH. The firm will 
practise in London from Giltspur House, 
5-6 Giltspur Street, ECrA 9PD, in 
Manchester from St James’s Building, 
Oxford Street M1 6FS, in Leeds from St 
Andrew’s Chambers, Park Row 1.51 5ЈЕ 
and in Croydon from South London 
House, 267 High Street CRO 1QH. Co- 
incident with the amalgamation there 
will be partnership changes. Due to 
ill-health, Messrs RICHARD CROZIER, 
T.D., Е.С.А., and R. PETER INGRAM, 
F.C.A., of DEARDEN, HARPER, MILLER & 
Co will retire. Mr ANDREW В. ТАРРІМ, 
A.C.A., who served his articles and sub- 
sequently remained with ANNAN, DEXTER 
& Co will be admitted a partner. 

FuLLER Jenks ВЕЕСКОРТ & Co an- 
nounce that they have moved their 
London offices to 2-16 ‘Torrington 
Place, London МСІЕ 7JP. Mr С. С. C. 
Capon, Е.С.А., and Mr W. J. WORTH, 
Е.С.А., who have both been members of 
the London office staff for many years, 
have been admitted as partners in the 
London firm. 

LATHAM & Co and RONALD HAWKEN, 
WEBBERLEY & Co announce that, as from 
January 1st, 1972, Mr Н. Н. J. Cocaiws, 
F.c.A., will become a partner in LATHAM 
& Co, and the joint practices will con- 
tinue under the style of Гатнам & Co 
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BRISTOL'S INFORMAL DINNER 


THE prize for the most informal student 
society's annual dinner of the season must 
surely go to Bristol. Their annual dinner, 
held at the Grand Hotel on Wednesday of 
last week comprised only three speeches, 
all commendably brief. 

Evidently forewarned of the desire to 
avoid repetition of last year's experience — 
not to mention similar events elsewhere 
- the speakers' conciseness and wit were 
greatly appreciated by members and 
guests alike. 

Mr Richard V. S. Castle, a local 
solicitor, in responding to the toast of 
the guests — proposed in a most humorous 
way by the Society's President, Mr 
D. P. L. Howe, F.c.a. - permitted 
himself to touch for a moment or two 
upon the need for his own profession and 
that of accountancy to ensure that clients 
always got value for money. There had 
been an unfortunate tendency of late, 
he declared, for both professions to fall 
short of expectations in respect of the 
many services they provided. 

Robert Martin, a member of the 
Society's committee, gave a short but 
effective closing speech. 


from Walter House, 418-422 Strand, 
London WC2R oPH. 


Mr P. PELTER, Е.С.С.А., F.T.LL, for- 
merly practising as PELTER & Co, at 
271 Pentonville Road, London Nr 9NL, 
and Mr S. L. JOHNSTONE, F.A.L.A., for- 
merly practising as STANLEY JOHNSTONE 
& Co, at 12 Herent Drive, Ilford, Essex, 
announce the amalgamation of their 
practices. The new partnership, under 
the style of PELTER, JouNsroNE & Co, 
will be carried on at 271 Pentonville 
Road, London Nr 9NL. Telephone 
01-837 3765. 

THORNTON BAKER & Co and Aurr & 
Co announce that their combined prac- 
tice in Birmingham is now being con- 
ducted from Kennedy Tower, St Chads 
Ringway, Birmingham B4 6EL. 


Messrs R. L. THURSZ, Е.С.А., A.T.LL, 
С. HILTON, F.c.a., and P. С. WHILE, 
F.C.A., A.C.W.A., announce that the part- 
nership practices carried on under the 
styles of Кохатр L. Tnüunsz & Co, at 
314 Church Street, Blackpool, and 
NUTTALL THursz & Co, at 31 Breck 
Road, Poulton-le-Fylde, have been dis- 
solved as from December 156, 1971. From 
that date both practices will be carried on 
by Mr В. L. Tuursz alone at the same 
addresses and under the same styles, and 
Mr Gorpon HirTON. will join him as а 
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consultant at both addresses. Mr PETER 
GRAHAM WHILE will carry on business 
from his home address, 4 Albany Close, 
Poulton-le-Fylde. 


APPOINTMENTS 


Mr В. J. Kirkman, С.А., A.T.LL, has 
been appointed to the board of William 
Timpson and will have special re- 
sponsibility for the group’s financial 
function. 

Mr Richard Brewster, A.c.a., has 
become financial director of Bullens 
Transport Group. 
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Mr R. Brewster Mr J. Burrows 


Mr J. Burrows, F.C.W.A., F.COMM.A., 
has become chief accountant and secre- 


tary of BICC-Burndy. 


Mr Ian T. Morrow, C.A., F.C.W.A., 
A.T.LI., COMP.LE.E., deputy chairman and 
managing director of Rolls-Royce (1971), 
has been appointed a director and 
chairman of the company's New York 
subsidiary, Rolls-Royce Aero Engines 
Inc. 

Mr David C. McKenna, A.C.A., has 
been appointed managing director of 
International Factors with effect from 
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Mr D. C. McKenna Mr J. H. Patmore 


January 1st, and Mr James H. Patmore, 
F.C.A., A.M.B.IL.M., has been appointed an 
executive director of the company. 


Mr F. C. H. Walker, F.c.c.a., has been 
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appointed secietary of Allied London 
Properties and its subsidiaries. 


Sir Kenneth Wood, В.А., Е.С.А., chairman 
of Concrete Ltd, has been appointed 
а member of the Construction and Hous- 
ing Research Advisory Council. 


Mr А. С. Touche, F.c.A., has been 
elected chairman of the Association of 
Investment Trust Companies. 


Mr Gerard №. Power, Е.С.А., has been 
elected chairman of the Munster Society 
of Chartered Accountants. 


TRAINING OFFICERS OF 
PRACTISING FIRMS 


Increasing numbers of practising firms 
are now appointing either a full-time 
training officer or a member of their 
staff to deal with training matters for 
articled clerks. 

In order to keep them informed of 
current developments and of any new 
publications issued concerning articled 
clerks, The Institute of Chartered Ac- 
countants in England and Wales intends 
to keep a list of training officers so that 
information can be sent as soon as it 
becomes available. Those members con- 
cerned are invited to have their names 
added to the mailing list by writing to 
the Secretary of the Education Com- 
mittee of the Institute. 


INCOME TAX 


Subcontracting in the 
Construction Industry 


The Finance Act 1971 (sections 29 to 31 
and Schedule 5) states that payments 
made on or after April 6th, 1972, to 
certain subcontractors in the construction 
industry will be subject to a deduction of 
30 per cent at the source on account of 
the subcontractor's income tax liability. 
It will be the responsibility of the 
contractor to make the deduction and pay 
it over to the Collector of Taxes, in much 
the same way as he deducts and pays over 
PAYE tax on his employees. 

Individuals or partnerships who are in 
possession of a special exemption certifi- 
cate issued by the Inspector of Taxes will 
receive payments for subcontract work 
in full, as will those subcontractors who 
are limited liability companies or other 
corporate bodies. 


THIS IS MY LIFE 


by An Industrious Accountant 


A selection from the popular weekly feature in The Accountant, with 
illustrations by Finbow. 
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For the assistance and guidance of | 
those concerned, the Board of Inland _ 
Revenue have issued two explanatory — 


pamphlets, which are obtainable free of 
charge from Inspectors of 'laxes or 
Collectors of Taxes. These are: IR 14: 
Subcontracting in the Construction In- 
dustry — Explanatory pamphlet for 
Contractors, and IR 15: Subcontracting 
in the Construction Industry — Ex- 
planatory pamphlet for Subcontractors. 
Pamphlet IR 15 contains a copy of 
form 7oo upon which application for an 


exemption certificate may be made by a ~ 


subcontractor to his Inspector of Taxes. 
Early application is strongly advised as 
failure to produce the certificate to a 
contractor (for whatever reason) on and 


after April 6th, 1972, will result in the _ 


deduction of 30 per cent from the pay- 
ments made by the contractor. 


BRITISH FINANCIAL 
INSTITUTIONS 


A revised edition of the Central Office of . 


Information reference booklet British 
Financial Institutions has been published 
by HM Stationery Office, price 4op (by 


post 43р). 
'The booklet contains a concise ac- 


count of the origins and activities of. 


Britain's principal financial institutions 
including: the Bank of England; the 
Royal Mint; the deposit banks; the 
London discount market; the foreign 
exchange market; the work of the 
merchant banks; the London Stock 
Exchange; the insurance market; the 


79 


E. 
= 


SE х 
he Gane TUR Sa ER 


а АА Д Eae Y 


finance corporations and the building — 


societies. A comprehensive reading list is 
also included. 


ESTATE DUTY AND 
LIFE ASSURANCE 


Equity & Law Life Assurance Society 
has issued a 64-page booklet entitled 
A Study of Estate Duty with reference to 
Life Assurance designed mainly for use by 
professional advisers. 

The booklet gives detailed explana- 
tions of estate duty law, of the way estate 
duty is calculated, and of the ways in 
which it can be mitigated and funded, 
with examples to illustrate all these 
facets. Aspects covered range from identi- 
fication and valuation of dutiable property 
to family companies and foreign element. 





Gee & Co (Publishers) Ltd , 


Price £1:15 (+ 7p post and packing) 151 Strand, London WC2 





iculor аараан is placed on those 
matters which will be of day-to-day 
concern to estate duty and life assurance 
visers.- 
Copies may be obtained from any 


nch office of Equity & Law, or from . 


head office at 20 Lincoln's Inn 
elds, London МС2. 





E INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND 
ЈЕ AND WALES 


Technical Advisory Committee 


he 175th meeting of the Technical 
Advisory Committee was held on Decem- 
ber 7th, in the Council Chamber at 
hartered Accountants! Hall, Moorgate 
lace; London EC2. Present were: 


= Mr J. A. P. Whinney (in the chair). Messrs 
T. Bailey, N. F. Beécham, M. T. R. Brookman, 
О КОР. Brown, B. Н, Buckley, JT Burgoyne, 
SOIL F.H. Davison, C. С. Dobson, R. Firth, 
СВ. P. Goodwin, J. Н. Hewitt, E. С. Hill, 
< Halmer Hudson, A. P. Hughes, К. Mashford, 
(0D. Napper, E. К. Nicholson, К. D. Pearce, 
SQ. B. Pidsley, E. E. Ray, H. G. Sergeant, 
M. Sheppard, F. A. Sherring, K. A. Sherwood, 























and E. Watts with Mr G. A. Slator, Secretary 
the. committee. Mr А. J. Hardcastle 
tended by invitation. 

The committee congratulated Mr 
.Rose on his appointment to the 
sil of the Institute. ‘The Chairman 
тей Mr Е. W. В. Stocks, who was 
attending a meeting of the committee for 
the first time. 

"Technical matters considered included 

a draft statement on professional liability 
of accountants and auditors. 
«It was noted that meetings of the 
committee have been provisionally ar- 
ranged for February 3rd, April 13th and 
June 186, 1972. 


SAVE AND PROSPER 
PUBLICATION 
Described as being the ‘complete guide 
to saving, borrowing, investment, house 
purchase and all family money matters’, 
the Save and Prosper Book of Money is 
an-attractive-looking publication of over 
200 pages. 
= Priced at fir in paperback form and 
42 as a hardback, the book has been 
created and produced by Dale Pub- 
lications Ltd, 12 Duke Street, St James's, 
London SW1. 





CHARTERED ACCOUNTANTS 

CHAPTER 
A Convocation of the Chartered Ac- 
countants Chapter was held at the 
Piccadilly Hotel, London W1 on Novem- 
ber roth. At the Convocation the three 
principals were installed as E.Comp. 
H. A. Astbury, M.E.Z., E.Comp. J. R. 
Pearson, H; and E.Comp. R. E. G. 
Perrins, J. 

Other officers were appointed by the 
principals. 

During the coming year it is hoped to 
add three candidates and one joining 
member to the 20 members already 
included in the Chapter. However, there 
is a wish to increase the numbers of the 
Chapter and any chartered accountants 
who are qualified and who would like 
to join the Chapter, should contact the 
Secretary, K. 5. Carmichael at 117 
Newberries Avenue, Radlett, Herts. 


IN PARLIAMENT 

Estate Duty 
Mr MCcCRINDLE asked the Chancellor of 
the Exchequer whether he will consider 
including a clause in next year's Finance 
Bill to provide that the starting point of 
estate duty is increased in equal steps over 
the next five years to not less than 
£25,000. 

Mr Patrick Jenkin: I have noted my 
hon. friend’s suggestion. 

Mr McCRINDLE asked the Chancellor 
of the Exchequer whether he will con- 
sider seeking to amend the law on estate 
duty so that the duty is paid where the 
estate comprises shares on the amount 
finally realized and not on the value at the 
date of death. 

Mr Patrick JENKIN: I have noted my 
hon. friend's suggestion. 

Hansard, November 23rd, 1971. Writ- 
ten answers, col. 301. 


Company Frauds 

Mr CANT asked the Secretary of State 
for Trade and Industry what is his policy, 
with respect to the protection of its poten- 
tial and actual shareholders, when the 
chairman of a publicly quoted company 
is taken into custody and/or placed on 
bail, as the result of allegations of fraud. 

Mr NicHoLas RipLEY: Where the 
alleged fraud arises under foreign juris- 
diction the policy is to consider whether 


it calls for any action in this country 
under the Companies Acts. In respect of 
alleged fraud in this country, the Depart- 
ment's powers under the Companies Acts 
exist, and are used, for the protection of 
the public, including shareholders. 

Mr CaNT asked the Secretary of State 
for Trade and Industry what is the pro- 
portion of the cases submitted to his 
Department by the police during 1970, 
in relation to which his Department then 
invoked a specific statutory investigatory 
power. 

Mr RipL£y: It would be impossible to 
give a full answer without an unjustifi- 
able expenditure of time and money, but 
during 1972, the Department acceded to 
all requests by the police for the appoint- 
ment of inspectors under section tog of 
the Companies Act 1967. 

Hansard, December 
Written answers, col. 164. 


2nd, 1971. 


HOCKEY 


Chartered Accountants 1 
Law Society 0 


In this key match the CAs gained their 
third win of the season. Allen led the. 
side ably from centre-half, keeping the 
ball fed to the energetic forwards. At 
back, Weare and Done both had excellent 
games. The goal came from Webster- 
Smith in the second half. 


LONDON ACCOUNTANTS' 
FOOTBALL LEAGUE 
Results of matches played by teams in the 
London Accountants! Football League 
on December 12th, were as follows: 


Cur ~ Seconp ROUND 


Apocope г Tor Beta 

(Robson Rhodes) (Thornton Baker) 
First Rounp REPLAY 

'Tristars г Crest 2 
(Touche Ross) (Deloittes) 

Division ONE 

Temco Smallfield 5 
(Temple Gothard) (Smallfield Rawlins) 
Division Two 

Wandabarr 6 Moorscott 

(Andrew W. Barr) (Morley & Scott) 
Tansley Alpha Res 

(Tansley Witt) (Arthur Andersen) 
Jesters 3 Cobra 

(Josolyne, (Casson. Beckman 


Layton-Bennett) Rutley) 
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Directing Directors 


pee concept and development of the joint stock limited liability 
company has placed enormous resources at the- disposal of a very few; 
and despite the finding of the Cohen Committee, in 1945, that the great 
majority of limited companies were honestly and capably managed, a 
succession of Companies Acts extending over more than a century bears 
witness to the extent to which the ordinary shareholder needs to be pro- 
tected against the unscrupulous or the incompetent director — and possibly 
also, within acceptable limits, against himself. 

He would be a bold man, or more probably an uncommonly ignorant 
one, who maintained that the present situation was entirely satisfactory. 
а for instance, been said more than once that it takes longer to prepare 
bad accounts than good ones, and the experience of various and still 
recent cases shows how difficult it is for shareholders to slam the stable 
door in time to grasp more than two hairs from a rapidly departing tail. 

The Companies Bill introduced into Parliament in 1969 by Sir Brandon 
Rhys Williams (The Accountant, July 5th, 1969, and subsequent issues) 
sought to meet this situation by the appointment of shareholders’ com- 
mittees. This measure attracted adverse comment from the accountancy . 
profession, amongst others, on such points as the difficulty of recruiting 
suitable persons to a position, in effect, of power without responsibility. 
But despite such objections, and the rather lukewarm support of the 
Government cf the day, the Bill progressed as far as its committee stage, 
and evidently attracted quite a lot of sympathetic notice both within and 
outside Parliament. 

Sir Brandon and his supporters have now returned to the fray with the : 
Companies Bill 1971 (‘Bill 41?) which received its first reading on Decem- | 
ber 3rd. Its principal provision is that the boards of quoted companies 
having total net assets (by reference to the consolidated balance sheet) of 
more than £3 million, or employing more than 1,500 workers, should 
include at least three non-executive directors who would be required to | 
make a joint annual report to shareholders on the management of the 
company and the use of its assets. Any non-executive director, it is pro- 
posed, who found himself unable to concur in the joint report would be 
specifically required to resign. his office. 

Further, a director so resigning would have the right to circularize 
the members to the extent of not more than 1,000 words at the company в, 


expense, but would thereafter be debarred from appointment as а поп- 


executive director of that company at any subsequent annual. meeting. 
The new proposals, which, are estimated to affect about 1,000 of the 
largest companies, avoid some of the objections levelled at, their pře- 
decessors but at the same time introduce other potential difficulties which 
will have to be removed in the course of the Bill’s remaining ] Parliame ату 
stages if it is to have а chance of becoming law. A 
For example, to define net assets ‘by reference to the consolidated 





842 
balance sheet of the company’ is scarcely proof against 
marginal difficulties, let alone possible manipulation. 
Similar remarks could be applied to the clause prohibiting a 
non-executive director from performing on behalf of the 
company (or its holding or subsidiary company) any duties, 
other than those as a non-executive director, ‘for which he 
is remunerated and which occupy him for more than one 
hundred hours in any one year’. 

Why, indeed, limit a resigning inert to a statutory 
1,000 words rather than ‘a reasonable length’, as already 
allowed to outgoing auditors, which in some cases might 
exceed 1,000 words and in. others, conceivably, would be 
very much less. 

To criticize such a measure on points of detail is at jad 
to pay the compliment of recognizing that it merits serious 


` THE и ЈА - 
ACCOUNTANT 


December 23rd, 1971 


consideration. Shareholders, whose conception of company 
law beyond the receipt of interim and final dividends may 
be scenty, are not alerted to theneed for action until the half- 
yearly warrant fails to arrive; by which time, of course, the 
opportunity for effective action is long past. 

There is a conspicuous need in UK company law at the 
presext time — whether it is to be redressed in Sir Brandon’s 
words or in others not yet formulated — for shareholders, 
as norainal possessors of the ultimate authority, to be kept 
sufficiently well informed to exercise the law promptly and 
effectively. 

It might also be salutary, as we have suggested before, 
to require auditors of quoted companies to report specifi- 
cally in the event of their being unable to form an opinion 
within a reasonable time of the date on the accounts. 





Accou ntants 
Prevail Again 


|? not ic slaughtered, the Law Shipping case as an. 


Inland Revenue sacred cow received very rough hand- 
ling from both the High Court and the Court of Appeal in 
Odeon Associated Theatres Limited о. ones (49 ATC 315), 
the humane killer being supplied by an accountant. 

Even more sacred, perhaps, is the principle said to be 
established by Atherton v. British Insulated and Helsby 


Cables Limited (5 ATC 47). This, too, has now received 


some rough handling in the High Court, this time at the 
hands of Mr Justice Goulding in Heather v. P-E Consulting 
Group Limited. 


In Atherton the company had paid some £31,000 to the 


trustees of a newly-set-up superannuation fund in order to 
make the fund actuarially solvent from the beginning. The 
House of Lords accepted that none of the express pro- 
hibitions in what is now section 130 of the Taxes Act 1970 
applied to the £31,000. But a majority held that it was still 
not a proper debit item to be charged against incomings of 
the trade when computing the profits of that trade. 

Unfortunately the company had not led any evidence 
from a practising accountant as to what was, and what was 
not, a proper debit item. This, however, had prevented 
neither the Special Commissioners nor Mr Justice Rowlatt 
from deciding in the company’s favour. But in the House 
of Lords Lord Cave observed that although this was a 
a question of fact properly to be decided by the Com- 
missioners upon the evidence before them, in the absence. 
. of such express finding the pone fell to be determined Py 
the Courts. 


On che other hand, the two dissenting speeches in the 
House of Lords were quite unequivocal on this point. 
Lord Carson said: 

‘I cannot, under these circumstances, conceive any system | 
of commercial accountancy under which this sum could ever : 
appeer in the capital accounts of the company. Nor is it 


capital withdrawn from the business as it was admittedly paid 
out ог the earnings of the year.’ 


And Lerd Blanesburgh said: 


‘I do not myself see how any of these payments could 

ргорес1у be charged to capital account by any company . 

In tha case of Heather v. P-E Consulting Group Limited i 
last week, the company had made payments to a trust set 
up to acquire shares in the company for the benefit of the 
employees and to prevent outside interference. As might be 
expected, the tax inspector disallowed the payments as 


deducticns. Before the Special Commissioners a partner 


in Price Waterhouse & Co gave evidence as an expert 
witness, which the Commissioners accepted, to the effect 
that the cost of securing and retaining the services of 
employees was usually treated as revenue expenditure, and . 
that as it was impossible to evaluate ‘employee goodwill’ it . 
was the normal practice to write off expenditure for that 
purpose. 

The Special Commissioners allowed the appeal and ће 
inspector: appealed to the High Court. 

There, the inspector relied on Atherton, but Goulding, 
J, observed that after reviewing all the cases he did not 
consider Lord Cave’s words about ‘creating an enduring 
advantag?' enshrined a principle of general application. In 
determin ng what was capital and what was revenue, the 
Court must apply the ordinary principles of commercial 
accountirg unless there was a direct statutory provision to 
the contrary. 

In support of this, his lordship cited the Odeon case. The 
profits had to be ascertained in accordance with the 
principles of commercial accountancy and then adjusted 
as directed by the Тах Acts; there was no third test. After 
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careful thought his lordship had decided that he must. 


treat the principles of commercial accountancy in the sense 


of the prevailing practice, as conclusively determined for - 


.the purpose ‘of the appeal by the evidence of the expert 
witness in favour of the taxpayer. 

The next step was to see if the practice of the taxpaying 
company was correct. Тће Crown had argued that the cases 
prohibited it; that, in effect, it was taking an asset or 
advantage capable of permanent endurance, and writing 
it off out of revenue and that there was a principle both of 
law and accounting which forbade such deduction. 

While it was tempting, having regard to some of the 
authorities, to adopt that attitude, Goulding, J, said he was 
not at liberty to do so. If it were said to be a principle of 
accountancy he had no knowledge of it to qualify the 
accountant witness's evidence. If it was a principle of law it 
involved the third test such as was rejected in the Odeon 
case. In the Atherton case there had been no finding by the 
Commissioners on the question of commercial accounting 
practice. The Crown's first contention therefore failed. 

The Crown's second contention was that the deduction 
was prohibited by section 137 (f) of the Income Tax Act 
1952. However, his lordship was constrained by the judg- 
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ments of Lord Cave in Atherton to hold that the provision ` 
did not apply. NE 

The Crown's third contention was that the sums could ` 
not be regarded as wholly and exclusively expended in the 
course of the trade, and were prohibited under section 
137 (a). 'The argument was that although part of the object 
was an incentive to the staff, the fact that the trust was also 
to prevent outside interference meant that the payments 
were not wholly and exclusively for the purposes of the trade. 

That argument was superficially convincing but not 
finally sound. A company had no mind of its own; it could 
only think and act through its directors. Since businesses 
were carried on by human beings, it was commonplace 
that many decisions were influenced by considerations 
that were not wholly commercial. The carrying out of . 
those decisions could still be wholly and exclusively for the 
purposes of the trade. 

The point might come when the decision ceased to be a ` 
business decision, but that had not been reached. The fact 
that the scheme was attractive to the directors as share- 
holders did not prevent the company's scheme from being 
wholly and exclusively for the purposes of the trade. 

'The Crown's appeal was dismissed with costs. 


CURRENT AFFAIRS 


Agreement on Exchanges 


qu the major trading nations 
of the world have managed to agree 
upon a new structure of exchange 
rates within four months of the United 
States' unilateral imposition of the 
import surcharge and development 
tax credit is evidence of the impact, 
actual and potential, on world trade of 
the American action. 

As from December 2151 the sterling- 
dollar central spot rate has been fixed 
at $2:6057; official dealings will limit 
fluctuation around that figure to 
about 21 per cent either way. The 
previous margin was only 1 per cent. 
Thus the new limits will probably 
lie between $2:55 and %2:66. 

With the new official dollar price of 
gold having been raised from $35 
to $38 per ounce, the bullion market 
expects the free market price of gold 
to fluctuate around $43 per ounce. 
The Japanese yen will be revalued by 
16:88 per cent — slightly more than had 


been expected  — whereas the 
deutschemark rate is up by 13:57 per 
cent — slightly less than the West 
Germans had feared. А 

Devaluation of the US dollar by 
9 per cent will deprive British in- 
dustry of some of her cost advantage 
enjoyed in recent times inside the US 
domestic market. On the other hand, 
UK exports should be slightly more 
competitive in the Common Market 
member countries, especially in West 
Germany. Ка 

The obvious relief and satisfaction 
with which the new agreement has 
been greeted, both by British officials 
and by representatives of industry and 
trade, serves to underline the dangers 
for UK exports in particular and 
world trade in general of the exchange 
rate confusion which has reigned in 


‘recent weeks. All in all, it is as well for 


the world that the Group of Ten and 
the Americans have finally contrived to 
agree so rapidly. 


Injunction Against 
Former Member 


FORMER member of The In- 

stitute of Chartered Accountants, 
in England and Wales continued to ~ 
describe himself as a chartered ac- 
countant after being excluded from 
membership, Mr Justice Foster was 
told in the High Court last week. On 
the application of the Institute, the 
Court granted an injunction res- 
training the ex-member, Mr Richard 
Albert Creed, of Folkestone, from 
describing himself as a chartered 
accountant or using any combination 
of designatory initials appropriate to 
that qualification. 

Mr Creed, who was not represented 
at the hearing, ceased to be a member 
of the Institute in November 1970, in 
consequence of his failure to pay the 
annual subscription (The Accountant, 


January 14th, 1971). 


Quadripartite Merger 
OUR well-known firms of char- 


tered accountants, as formally an- 
nounced in our ‘Professional Notices’ 
column last week, are to merge Шет 
separate practices and identities on 
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January rst.. Меззгв Dearden, Harper, 
Miller & Co; Lord, Foster & Co; 
Annan, Dexter & Co; and Morrish, 
Walters & Co — all of whom claim 
direct partnership descent from the 
nineteenth century — are joining to 
form the new firm of Dearden, Lord, 
‘Annan, Morrish. 
. Taking advantage of section 120 of 
the Companies Act 1967, the amal- 
gamated practice will have a total of 
33 partners, headed by Mr Edward 
Bostock, M.A., Е.С.А., and including 
Mr E. K. Wright, M.A., F.C.A., CUI- 
rently Vice-President of the English 
Institute. Mr Bostock, who qualified 
- as a chartered accountant (and not, as 
incorrectly stated in the Institute’s 
, current List of Members, as a member 
of the former Society of Incorporated 
Accountants) in 1934, is the present 
senior partner of Annan, Dexter & Co; 
his father, the late Geoffrey Bostock, 
F.C.A., was for many years one of the 
auditors of the Institute. 

The firm is to move to new premises 
in Giltspur House, 5-6 Giltspur 
Street, London ЕСт, early in the new 
year, and will also practise from 
Manchester, Leeds and Croydon., 


Post-war Credits to be 
Repaid at Last! 


EPAYMENT of outstanding post- 
war credits as from April rst, next, 
announced by the Chancellor of the 
Exchequer in Parliament last weck, 
will present the Inland Revenue with 
a major job. Despite the substantial 
repayments already made to claimants 
reaching the age limit or (more 
recently) to the estates of deceased 
claimants, there are some five million 
_ credit-holders still unpaid whose claims 
amount to an estimated £130 million. 
To speed the operation, priority 
will be given to claimants who can 
produce a post-war credit certificate; 
this, on previous experience, is esti- 
mated to be about 85 per cent of the 
total. The date on which holders 
unable to produce a certificate may 
claim is to be announced later. 
It would be quite impossible, said the 
Chancellor, for the Inland Revenue to 


spend time now on the detailed research 


necessary, , to settle claims in such 
cases, ‘and. ‘in the interests of getting 
thes „work done, these people must 
be left tò a later date. In the meantime, 
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the Revenue cannot enter into corres- 
pondence, nor can it issue duplicate 
certificates in these cases.’ 

The timing of the present announce- 
ment has been influenced bz the need 
to take advantage of an oppor-unity 
which is unlikely to recur for several 
years; the bulk of outstanding credits 
are expected to be repaid b» Septem- 
ber 30th, 1972, by which tame x will 
be necessary for tax offices to begin 
work on the unified income tax 
system introduced in the Finance 
Act 1971. The necessary legislation to 
permit repayment will be incorpcrated 
in the 1972 Finance Bill. 

Post-war credits have carried in- 
terest at 24 per cent, compounc and 
free of tax, since October :st, 1959. 
Interest on credits repayable under 
next year's general release wil be 
calculated to the uniform date of 
September 3oth, equivalent te to 33 per 
cent of the credit. 


Campaign for 
Recognition 


ONTINUING discr.mination 

against the Association ЭЁ Inter- 
national Accountants was criticized by 
Mr Ben Ford, м.р., at a House of 
Commons reception last week. The 
AIA, he asserted, had progress vely 
elevated its standards to the poimt of 
providing ап accountancy quali- 
fication that was the equivaleat of any 
other in the United Kingdom its 
members were competent to practise 
accountancy in any field. 

The Companies Act 1948 had 
arbitrarily divided the accountincy 
profession into ‘recognized’ and *un- 
recognized’ bodies. Abolition of the 
exempt private company in :967 
further limited the right of AIA 
members to do the very work for 
which they were qualified. | 

Council representatives of the АЈА 
stressed the value of its work in 
offering a uniform accounting quzlifi- 
cation in the developing couatries of 
the world, and claimed that the UK 
position sometimes led to difficu_ties 
overseas, where ‘unrecognized’ was 


seen as ‘unqualified’. Replymg to а. 


suggestion that the strength of AIA 
overseas membership might also be 
a weakness in applying for recognizion 
under UK law, Mr Ford ccnfirmed 
that the АТА. did not grent JK 
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practising certificates to members with 
less than 30 months’ domestic experi- 
ence. | 

An application for corporate recog- _ 
nition under section 161 (1) (a) of the 
Companies Act 1948 is at present 
before the Secretary of State for 
Trade and Industry (The Accountant, 
January 21st. Total membership of 
the АЈА is about 1,600 of whom one- 
third are in practice in the. UK; 
approximately half these practising 
members are recognized under the 
‘dog licence’ provisions of section | 
161 (1) (b). The АТА has over 8, 000 
x ad students. 


Congress Opposes 
Uniform Accounting 
A taxpayers, according 


to a recent Congress ruling, have a 
choice of accounting method in recog- 
nizing 'investment credits' in respect 
of fixed assets. This decision has been 
a source of embarrassment to the 
American Institute of Certified Public 
Accountants, whose Accounting Prin- 
ciples Board had already issued for 
comment a proposal that the benefit 
of investment credits should be 
spread over the lives of the related 
assets. 

Taxpayers will now be at liberty to 
use other methods, including taking 
the entire amount of the credit into in- 
come of the year in which taxes are 
reduced by the credit -- a practice to 
which the APB was opposed. 

The congressional statement pro- 
vides that no taxpayer shall be re- 
quired to use any particular method of 
accounting for investment credit in 
reports subject to the jurisdiction of 
any federal agency, but requires 
consistency in the use of the method 
selected, unless the Treasury Depart- 
ment consents to a change. 

A statement recently issued by the 
American Institute “deplores con- 
gressional involvement in establishing 
accounting principles for financial 
reports to investors, which largely 
have been the responsibility of the 
Securities and Exchange Commission 
and the accounting ‘profession’. There 
is added irony in the fact that con- 
gressmen and others have recently 
been demanding the elimination of 
alternative accounting methods which 
confuse investors. 
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Association’s New 
Subscription Rates 
Approved 


SPARSELY-ATTENDED meet- 
ing of members of The Association, 
of Certified Accountants last week 
approved their Council’s proposals for 
a revised subscription structure. As 
reported in The Accountant for Decem- 
ber 9%, these proposals involve the 
elimination, progressively over the 
next two years, of the present dif- 
ferentials between London and the 
provinces, and between practising 
and non-practising members. 
The voting, on ап ordinary 
resolution requiring to be passed by a 
simple majority, was as follows: 
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In person . By proxy 
For the resolution .. . 36 2,365 
Against I2 1,216 
Criticism of the proposals centred 
largely on the value of services to 
members, and on the short notice 
given of the new subscription levels 
which will now become effective on 
January st, 1972. The amounts 
payable for 1972 by each category of 
membership will now be: 


Practising members: £ 
Fellows : . 25 
Associates 20 

Non-practising : 

Fellows 21 
Associates 16 

Overseas members: 

Fellows 12 
Associates 10 





Inland Revenue Practice Note 


HE Board of Inland Revenue 


has issued the following practice. 


note relating to income tax relief for 
interest on loans applied in acquiring 
an interest in a close company (section 
58, Income and Corporation Taxes 


Act 1970). 


(1) Section 58, Income and Cor- 
poration Taxes Act 1970 (formerly 
section 20, Finance Act 1969) pro- 
vides, subject to certain conditions, 
for relief from income tax in respect 
of interest paid by an individual on a 
loan the proceeds whereof have been 
applied in acquiring any part of the 
ordinary share capital of а close 
company, or in being lent on for use 
in the business of that or an associated 
close company (or in repaying a loan 
the interest whereon would qualify 
for relief under the section), where the 
individual owns more than 5 per cent 


of the ordinary share capital of the ` 


first mentioned company and has 
worked for the greater part of his time 
in the actual management or conduct 
of its business. 


2. In paragraph 43 of the Inland 
Revenue booklet entitled Tax Treat- 
ment of Interest Paid (IR 11) issued 
in March 1970 it is stated that 


‘The company must have been: a 
“close company” for tax purposes 
throughout the period beginning im- 
mediately after the application of the 


money and ending with the payment 
of interest giving rise to the claim for 
relief.’ 

The Special Commissioners held in a 


recent appeal that the company іп . 


question need not be a close company 
at the time of the payment of interest 
giving rise to the claim for relief. 
The Board of Inland Revenue have 
decided not to appeal against the 
Special Commissioners’ determination 
but to change their practice to accord 
with it for all years for which the 
relevant legislation is in force. 


(3) In future, therefore, section 58, 
Income and Corporation Taxes Act 
1970 (or, as the case may be, section 
20, Finance Act 1969) will be con- 
strued by the Inland Revenue as 
applying in relation to a company 
which has ceased to be a close company 
after the application of the relevant 
loan proceeds as it applies in relation 
to companies which have remained 
close companies throughout the period 
between the application of the money 
and the payment of interest giving 
rise to the claim for relief. Claims 
which have been determined by an 
agreement taking effect as the deter- 


.mination of an appeal cannot be 


reopened for the year or years to 
which the appeal relates, but subject 
as aforesaid claims made on the above 
basis (within the statutory time limit) 
will be admitted for all years. 
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Those Other Auditors 


ESPONSIBILITIES of the 
| Vauditor of a holding company, the 
accounts of whose subsidiaries may 
have been audited by other firms, has 
been highlighted in recent years by the 
Atlantic Acceptance and Pacific Ac- 
ceptance cases. A statement issued in 
1965 by the Council of The Institute 
of Chartered Accountants in England 
and Wales (The Accountant, February 
13th, 1965) reminded members of 
their own responsibility for their 
professional opinion as auditors of the 
holding company in such circum- 
stances. a 
The Council of The Institute of 


.Chartered Accountants of Scotland 


has now set up a special committee to 
consider all aspects of the relationship 
between auditors of holding companies 
and auditors of subsidiaries. The 
committee is anxious to receive evi- 
dence on this.subject from interested 


| persons, whether or not they are 


members of the accountancy profes- 
sion. 

Interested parties are accordingly 
invited to submit their views on any, 
aspect of this topic to the Secretary of 
The Institute of Chartered Account- 
ants of Scotland at 27 Queen Street, 


Edinburgh EH2 ILA, so as to reach | . 


him not later than January 31st. 


Mortgage Interest 
Not a Subsidy 


NSWERING questions from 

Opposition members recently, Mr 
Maurice Macmillan and Mr Patrick 
Jenkin, for the Treasury, strenuously 
denied that tax relief on owner- 
occupied mortgages represented a 
‘subsidy’ by other taxpayers. It was a 
complete abuse of the English 
language, said Mr Jenkin, to describe 
this relief as a subsidy. 

The Opposition were, of course, 
concerned to show that owner- 
occupiers: — and in particular surtax 
payers — are treated more favourably 
than are tenants of council rented 
accommodation. It appears to have 
been overlooked that the tax relief at 
present given on mortgage interest 
was also available on interest on loans 
raised for other purposes prior to the 
discriminatory provisions of the 
Finance Act 1968. . ` 

In a further exchange on December 
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14th, Treasury ministers refused to 
limit mortgage interest claims to the 
applicant’s principal residence. Mr 
Hugh Jenkins (Lab., Putney) ‘had 
alleged that the intentions of Parlia- 
ment were being ‘unreasonably ex- 
. ploited’ by a large number of mort- 
gagors receiving tax relief on more than 
one house. 


Gazumping 
AZUMPING’, according to one 


normally authoritative source, 
' originated as barrow-boy slang, in 
which context it meant to give short 
change. The word has more recently 
come to mean taking advantage of the 
seller's market in freehold property by 
increasing the asking price — some- 
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times playing one prospective pur- 
chaser against another - in the 
interval between, preliminary agree- 
ment and the formal exchange of 
contracts. 

Victims of 'gazumping! may have 
incurred survey and other expenses, 
not to mention considerable personal 
inconvenience, for which in the present 
state of the law they are unable to 
obtain redress. A Bill 'tc protect 
prospective purchasers and vendors 


of houses and other dwellings, and in 


particular to abolish the practice 
known as ‘gazumping’ — received its 
formal first reading in. the Commons 
on December 14th and would impose 
an obligation on the prospective 
seller in such cases to refund abortive 
expenditure to the disappointed pur- 
chaser. A prospective purchaser would 
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also be entitled to record, his interest 
at the Land Registry, thus- giving 
notice to any other party of his 
potential claim for expenses against 
the seller. 

The practice is sufficiently wide- 
spread to cause concern amongst 
solicitors and estate agents, and cases 
have been reported of solicitors re- 
fusing to draw up more than one 
draft contract for the same prospective 
vendor in connection with the same 
property. Others, however, would 
doubtless regard it as their duty to 
assist a client in disposing of his 
property on the most advantageous 
terms available. It may be unrealistic, 
furthermore, to ignore the fact that 
solicitors’ conveyancing charges and 
estate agents’ commissions are both 
related to an ad valorem scale. 





THIS IS MY LIFE 


Only a Formality 


by An Industrious Accountant 


UR senior stockbroker gives us expert advice when 
asked, with an aura of benevolent efficiency and a 
charming smile. His junior partner telephones us urgently 
with advance warning of market fluctuations, giving us 
high-powered recommendations with equally charming 


incisiveness. They're very pleasant. I can never imagine: 


either of them going home to kick the cat. 

Junior told me recently, like a conspiratorial Father 
Christmas, that he wanted to put our name on his list of 
sub-underwriters. This means that Junior has a firm panel 
of clients who can each be relied upon to take up a reason- 
able number of shares in any new issue, which gives him 
quite considerable status in the best financial circles. 

It sounded good for us also, since we, or rather our 
pension fund, would get a fractional but pleasant com- 
mission on the shares underwritten, whether we had 
to take them up or not. Personally, as a bonus, I got a 
faint feeling of being in an inner circle of millionaire 
master-minds, able to rock industrial empires at a nod. 

Ten days ago Junior rang to say that the great day had 
dawned. He wanted us to sub-underwrite 20,000 shares in 
X Ltd's new issue. It was only a formality, really, since 
public demand could be relied on to over-subscribe ten 
or even twenty times, but our fund might as well pick 

` upsthe odd few quidlets i in commission. 

My ears pricked at this, so I pressed for more detail. 


Should our fund apply for shares in the normal way? 
Of course we could, he assured me, but if we wanted 10,000 
shares, sey, we should ask for 100,000, as offers would be 
scaled dcwn substantially and anyhow only the lucky few 
would emerge from the preliminary ballot. 

Maybe he mused, we should chance ten applications 
of то,оос each. A better chance in the ballot that way, 
and if we finished ultimately with a few measly hundred 
after scaling down we could sell them promptly at a 


"premium. It wasn't his policy to encourage our. pension 


fund to accumulate bitty little holdings; buy big and save 
administrative paper-work was his motto. 

He sounded very encouraging. Pressed further, he 
recommezded a personal speculation either for a quick 
profit or to hold for long-term escalation. Nothing was 
certain in this world, of course, but X Ltd was still the 
best-looking bet he'd seen for years. What could a dynamic 
and enterprising accountant do, I asked myself, but tell 
him to apply for an extra thousand for myself? And the 


‘same again in my wife's name. No shilly-shallying; think 
big.” 


The prespectus looked even better in the morning paper. 
I filled in two more application forms and sent them off 


‘with the four cheques, which were unlikely to be ever 


presented — which was just as well. Still, no point in passing 
up a few easy quidlets. 

Junior phoned again this morning, laughing gaily. Pity 
about that issue being under-subscribed, he said; investors 
had wavered, what with Peking and Pakistan, and the 
unemployment figures, and the Wall Street attack of 
nerves. The market was always unpredictable, of course, 
but the shares might well show a premium in a year ог 
S0... 

I didn’t answer. I was frantically ringing my bank 
manager cn another line, before going home to kick the 
cat. ` i i 
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Is Cash Flow too Easily 


ISCOUNTED cash flow has been with accountants for 

some considerable time now. It is the preferred method 
of capital investment appraisal and when one considers its 
rivals, this is not surprising. Methods such as ‘pay-back’, 
although perhaps suitable in some cases, particularly if risk 
is involved, are rather crude weapons to use on such a 
delicate topic. Discounted cash flow has a sound mathe- 
matical base and can be theorized to great lengths. How- 


ever, there is a great danger in its use if clear thinking does. 


not precede the exercise. 

The present examination syllabuses of most accounting 
bodies throw in a question on discounted cash flow in the 
final sections, usually in a management accounting paper 
or similar. Such questions in my experience do not require 
the student to understand the workings of discounting 
beyond the simple idea that {1 today is worth more than 
£1 a year hence; the less ‘inflation’ is mentioned at this 
point the better. I am left with the feeling that, once a 
student qualifies, he may use DCF in his company with 
insufficient thought of the consequences. If this article 


does nothing else, I hope it will teach the accountant to. 


think before he discounts. 


Outline of the present system 


My first example is limited to the barest essentials to keep 
the basic ideas simple. Tax is ignored, though in practice 
this should not be the case, even if it is uncertain what the 
future rate will be. 

DCF is often used in connection villi investment 
appraisals on new machinery where loss in value is en- 
countered. In the case of a machine bought for £2,000 and 
sold for £300 six years later there has been a depreciation 
in value to the extent of £1,700. The statement that DCF 
ignores depreciation is wrong, since the expense of £2,000 
will be recorded as a negative cash flow in year 1 (say), and 
a positive cash flow of £300 in year 7. A statement that 
depreciation is catered for in the calculations is definitely 
true, though I use ‘depreciation’ here in-only one of its 
many definitions. Having said this, I will also ignore any 
reference to machinery cost and proceeds, assuming 
that I am left with'a cash flow after taking this and tax 1210 
account. 

DCF is most commonly used to compare possible future 
projects and a choice between the net present value method 
(NPV) or the yield method has to be taken. Both methods 
are shown in the theoretical example below: 


Discounted? 


by K. G. OWEN 














Project A 
Cash Disc. Disc. 
Year flow rate NPV rate NPV 
1096 2596 
£ £ £ £ £ 
Investment o (29,514) — (29,514) — (29,514) 
Income X 10,000 9091 9,091 ·8ооо 8,000 
re 2 10,000 ·8264 8,264 “6400 6,400 
» 3 10,000 77513 7,513  '5120 5,120 
5s 4 10,000 -6830o 6,830  :4096 4,096 
» 5 10,000 :6209 6,209 "3277 3,277 
» 6 10,000 '5645 5,645  :2621 2,621 
14,038 o 
Project B 2496 
Investment o (29,514) — (29,514) — (29,514) 
Íncome I 7,500  '9ogr 6,818 8065 6,049 
» 2 7,500 8264 6,198 6504 4,878 
» 3 7,500 "7513 5,635 5245 3,934 
n 4 13,000 ‘6830 8,879 4230 5,499 
» 5 13,000 6209 8,072 3411 4,434 
» 6 17,157 5645 9,685 2757 4,720 
15,773 o 


"The above outlines the net present value method and the 
yield method. If a decision is taken on the NPV method 
alone, project B would be chosen since it has the higher 
present value. However, if the yield method is applied here 
it will be found that project A returns 25 per cent and 
project B returns 24 per cent; ie., using these discount 
rates the NPV equals o. 

Many accountants would now haggle as to which project 
to accept. The answer depends on the cost of capital, which 
has been assumed at 10 per cent. On this assumption 
project B should be chosen as it has the higher NPV. In the 
unlikely situation.of a 24:5 per cent cost of capital, project A 
should be chosen since project B at this rate would result in 
a negative NPV. 

The decision between À or B can be clarified by the 
following calculation: 


Project Project 
A B B-A 
£ ££ £ | 
Year о (29,514) (29,514) — If the column В-А is 

TEES: 10,000 7,500 (2,500) discounted to find the 
js 2 10,000 7,500 (2,500) yield a figure of 18:5 
» 3 .. 10,000 7,500 (2,500) per cent is arrived at. If 
» 4 .. 10,000 13,000 3,000 this flow of cash is dis- 
gx. 55 10,000 13,000 3,000 counted at 18:5 per dent 
+ 6 10,000 17,157 7,157 the NPV will equal o. 
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A graph can be drawn of the above to illustrate the 
position: 





24% 25% 


10% 15% 


Interest Rate 


The above shows that with rates of interest from o-18-5 per 
cent project B should be chosen, but between 18:5 and 25 
per cent project A should be chosen. 


How DCF works 

The above, though a brief outline, shows the present 
methods of DCF; it is unlikely that much thought is given 
to the actual workings. Taking project A as an example: 


. Balance at 25 per cent Balance.at Yearly Yearly 
Year ^ beginning interest end payment receipt 
1 29,514 7,379 36,893 10,000 10,000 
2 36,893 6,723 33,616 10,000 10,000 

3 23,616 5,904 29,520 10,000 10,000 . 
4 19,520 4,880 24,400 10,000 10,000 
5 14,400 3,600 18,000 10,000 10,000 
6 8,000 2,000 10,000 10,000 10,000 


This shows how the yield of 25 per cent is arrived at. - 


The cash outflow of £10,000 equals the cash inflow so this 
must be the ‘break-even’ point. However, the cost of 
finance does not always follow the reducing balance system 
and other types can occur. 

Another method is to repay the principal at the end of the 
period, paying interest on the gross loan during the prior 
years. The example below illustrates this alternative: 


Interest Principal Balance re-invested at 


Year Income payment payment 25 per cent 
£ £ £ £ £ £ 
o 29,514. 
I 10,000 (7,379) 2,621 +25 % —3,277 
2 10,000 (7,379) 2,621 +3,277 +25 % =7,373 
3 106,00 (7,379) 2,621 -+7,373 +25 % = 12,493 
^ 19000 (7,379) 2,621 + 12,493 -+25 % = 18,893 
5 10,000 (7,379) 2,621 -- 18,893 +25 % — 26,893 
6 10,000 (7,379) (29,514) (26,893)--26,893 =о 


In these examples, it has been assumed that all cash 
flows occur at the beginning of each year, as this slightly 
simplifies the year 6 calculations. Conventional DCF 
thinking assumes end-year cash flows; however, this would 
in no way alter the final result in the above example. 


Is DCF too simplified ? 


Discounted cash flow can be extremely complex in its 
nature with problems such as risk and inflation being intro- 
duced into the calculation. However, it can be too simplified 
if insufficient thought is given to the subject, and ‘conven- 
tional’ DCF is perhaps too often accepted as the complete 
answer to investment appraisal. 
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As I ho»e to show, present ideas are not as sound as they 
are thought to be. If DCF is to have a practical application, 
all likely events should at least be thought about, even if 
they do rot enter the final calculation. By ignoring factors 
which make the calculation ‘too complicated’, there is a 
danger that incorrect results are produced. 


Failure of DCF 


The argument here follows similar lines to that of J. T. S. 
Porterfield in his book Investment Decisions and Capital 
Costs. I- is not a copy of his ideas, but an expansion, ar- 
riving a£ a different conclusion. 

I have shown that DCF works on the theory of re- 
investment at the discount rate used. This, I bélieve, is a 
fundamental error. In my first example a 10 per cent cost of 
capital was used, which means that the excess of inflows 
over oatflows in each year was also re-invested at ro per 
cent. Maving realized this, it should be clear that this is 
unlikely in a practicalsituation. . 

Of course it can be argued that DCF, being based on 
theory, should only be used as a guide for decision-making. 
This does not alter the fact that any guide used by manage- 
ment should be as realistic as possible. The idea that a 
company will re-invest at its cost of capital is totally illogical 
and would mean, generally speaking, that a company would 
do no better than break-even. 

Ir. my example, project A had a yield of 25 per cent and I 
had chosen a ro per cent cost of capital. То use a discount 
rate of 10 per cent assumes that the company will re-invest 
at only 10 per cent. Suppose this company has, in the past, 
had an average rate of return of 25 per cent, then, assuming 
a continuing rate, this must be the rate of re-investment. 
If in fact all new projects have a yield of 25 per cent plus, 
there may be a rise in the future and this would have to be 
taken into account. 

If we take project A again, this time using a IO per cent 
cost of capital on the reducing balance, but with a re- 
investment of 25 per cent we will obtain a more realistic 
answer. The first example shows the ‘reducing loan balance’ 
method to show the technique; I chose 25 per cent 
because this is a more certain figure and has been obtained 
ia the past. А rate above 25 per cent may be uncertain, and 
ia practice this rate should be given some consideration; 
zn ill-chosen rate could adversely affect the accuracy of the 
zesult. 

Before calculations can commence, an “important factor 
must be taken into account. This is the cost of the re- 
investment or cost of marginal capital. The problem 
involved here is linked with the normal cost of capital, 
though it may require a different calculation. 

For convenience I will assume a re-investment cost of 
10 per cent. This means there will be a compound cost of 
10 per cent and a compound income of 25 per cent giving 
a net 15 per cent compound income. Theoretically the net 
cash flows from project A should be looked at each year 
they accrue and projects should be sought for these flows. 
However, no company could have any оаа projects for 
more than a few years hence, so that this ideal is impractical. 
Ап estimated re-investment return is considerably easier 
to forecast, and this should be sufficient for most investment 
appraisals. 

If we assume a 15 per cent re-investment return, this is 
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the rate we must discount the" net inflows. A further 


example 1 VR project A should clarify the basic concept: 
: .. from thetwo 1 have described. The answer to this is to 


Discount rate 





ў (25 per cent- . 
Year Inflow .- Outflow -Balance r0-percent) NPV 
о К -! 
I 10,000 6,777 3,223 -8696 2,803 
2 10,000 6,777 3,223 7561 2,437 
3 10,000 6,777 3,223 :6575 2,119 
4 10,000 6,777 3,223 “5718 1,843 
5 10,000 6,777 3,223 ‘4972 1,602 
6 10,000 6,777 3,223 4323 1,393 
*This is the calculated repayment figure. £12,197 








The above gives a net present value of £12,197. In 
theory, as with normal DCF, the net terminal value (i.e., 
accumulated profits at year 6) would be re-invested, but to 
isolate the project this must be ignored. 

By discounting the net yearly cash flow by 15 per cent we 
in no way reduce the project's profits, because we are only 
expressing future income in present terms. As shown 
earlier the same result could have been calculated if net 
yearly cash flows had been compounded to arrive at a 
net terminal value and then. discount that year 6 figure. 

Before discussing the concept in general terms it is 
necessary to consider another method of loan payment. 
This is a loan repayable in year 6 with annual interest on 
the principal. у 


Discount rate 





(25 per cent- 
Year Inflow Outflow Principal Balance ro per cent) NPV 
+ £ £ 4 + 
o 29,514 
І. 10,000 2,951 7 7,049 8696 6,130 
2 10,000 2,951 7,049 7501 5,330 
3 10,000 2,951 | 7,049 6575 4,635 
4 10,000 2,951 7,049 "5718 4,031 
5 10,000 2,951 7,949 '4972 3,505 
6 10,000 2,951 (29,514) (22,465) '4323 (9,712) 
£13,919 








The above result is very interesting because it shows 
that with this interest payment method there is an excess of 
£1,722 NPV over the previous method. This result is 
logical, because with the latter method there is more 
income in years 1—5 to invest, so that the re-investment will 
be correspondingly higher. 


General comments 


The examples chosen are undoubtedly theoretical but the 
basic idea is claimed to be more realistic than present 
thinking. A point of importance in the examples is the 
. NPV obtained by each method: 


NPV 

Accepted method — reducing balance 14,038 
— one repayment method 14,038 

Suggested method — reducing balance 12,197 
— one repayment method 13,919 


This table suggests an overestimate of the NPV 
under the accepted method. This could be quite disas- 
trous if projects were accepted with a small NPV, because 
the more logical method might produce a negative NPV. 

The basic idea behind the suggested method is to dif- 
ferentiate between the cost of the project's capital and the 
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re-investment of ‘nét cash". flows.. Linked to this is. the 
consideration of tHe- method’ of -finarice, which. can vary 


estimate the cost of interest and capital payments in each 
year. This ensures a more accurate net cash flow in each 
year when deducted from the estimated cash inflow. 

The present system is not only incorrect in its practical 
assumptions but is also inflexible. It can.be argued that'the 
suggested method requires too many estimates — e.g., re- 
investment rate, and method of interest payment — but this 
is surely preferable to an arbitrary calculation which does 
not bring them into consideration at all. 


Items to consider A que Eh AEE 


1. Cost of Capital. 'This: item as hose previously depends 
on the type of finance. It is so complex that it ‘can be regarded 
as a separate topic by itself. However, the cost of d par- 
ticular method should be calculated each year and deducted 
from the forecast cash inflows. When finance is raised 
mainly by shareholders, it is quite possible that the cost of 
capital will vary each year, and with the suggested method 
this can be taken into account. 

The cost of marginal capital, i.e., net yearly cash flows, 
is also an important consideration. As mentioned earlier, 
these net cash flows should be re-invested in new projects, 
but any attempt to forecast these would result in obvious 
inaccuracies. Because of this it should be sufficient to 
estimate an overall cost of capital for the re-investment. 
This item, if ill-chosen, can lead to inaccuracy, though it 
must be emphasized that this is in ideal terms only. The 
answer arrived at should be more accurate than the present 
method, which does not consider this item. 

2. Taxation. This does not alter from the accepted 
system. It involves the estimate of tax rates, allowances, 
grants and reliefs, and the application of these to each year 
of the project and re-investment. 

3. Revenue. This involves the estimate of future incomes 
for the project linked’ with the expected life. This is the 
same process that has taken place with normal DCF and 
involves no additional problems. 

4. Inflation. This item is usually ignored, possibly because 
it is assumed that any loss in the value of money will be 
countered by a price increase in the product and so increase 
total revenue. However, if finance is by fixed-interest loan, 
inflation will have a beneficial effect on the project. It is 
important to keep this item in mind and to bring it into 
calculations if significant. 

5. Depreciation. As with DCF, there will be a cash 
outflow .for the purchase of a machine and a cash inflow 
whenever it is sold. | 

6. Re-investment rate of return. This is one of the more 
difficult items to estimate. DCF at the moment does not 
estimate it but merely uses the cost of capital percentage. A 
more realistic NPV can be found if this is considered from 
year to year. If it is estimated that business efficiency and 
profits will increase, it may be wise to have an increasing 
re-investment rate. Most companies should have long-term 
policies and the re-investment rate can be linked to this. 
There is the problem of deciding what ‘rate of return’ 
means. This question is debatable, but one answer for 
present purposes is the relation of profits due to shareholders 
to total share capital and accumulated funds. With this 
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item in particular, generalization cannot be made, and each 
company must take its own special factors into consideration. 
It is essential to consider this item in order to arrive at 
realistic investment appraisals. 
` 7. Discount factor and its use. DCF relies on this item 
for results. I have shown that it reduces future cash flows 
by the chosen percentage with reference to cost of capital 
and re-investment. Below I briefly outline another de- 
scription of DCF. 
(a) Interest charges are ignored (the rate is needed, however). 
(b) Future cash inflows are discounted at the rate of re- 
investment. (Note that with the present DCF thinking 
this equals the cost of capital rate.) 
(c) With future income converted to present-day value, we 
merely deduct the principal from this to obtain the NPV. 


Having accepted the idea that discounting only reduces 
‘future income to the present-day value, my theory can 
perhaps be clarified: 

(i) The cost of capital outflows (interest and principal) are 
recorded against each individual year. 

(ii) The cash inflows are likewise recorded against each year. 

(iti) There will be a balance left, either positive or negative for 

each year. 

(iv) This is the profit for the project and this has to be 
reduced to a present value. 

(v) By using a discount rate this can be calculated. This 
should be at the net re-investment rate of return (i.e., re- 
investment revenue minus re-investment cost). With such 
a process we arrive at a present value figure which 
represents the future worth of the project. 

It is essential that the re-investment rate rather than cost 

of capital rate is used as the discount factor; the latter would 

.not reduce future profits sufficiently to artive at a correct 
net present value. The proposed method is more logical 
because it is re-investment rate that is important here. 

Of the two present DCF methods, the net present value 
method will always give the ‘correct’ answer. The yield 
method can be misleading and to be sure of a correct 
decision it should be used with the NPV method. Both of 
the present DCF methods suffer badly from the following 
points : 

(1) They ignore any difference between cost of capital rate 

and re-investment rate. 

(2) They ignore any possible difference in the method of loan 

repayment. 

(3) A change in the cost of capital rate will result in a change 
in the re-investment rate of the same percentage. 

Under the alternatives outlined in this article, the yield 
method cannot be used, because the cost of capital, once 
agreed upon, will not change from that calculated. 'T'he net 
cash balance left in each year, even when discounted at a 
high rate of 99:9 per cent, would never give an NPV of o. 

A yield can be found with the new system, though not by 
accepted methods. Having reduced future profits to present 
value, we can express this as a percentage of the original 
investment, for example: 








Project A 
NPV . 712,197 NIC. 13,919 M 
Tavesenent aos 14 X 100—413 /6 429.514 X100—472 76 


Other formulas could be used as a guide, but with this 
system a yield cannot be calculated in the accepted sense. 
A final point to be emphasized is the flexibility of the 
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proposed method. The cost of capital, re-investment cost 
and re-investment revenue can all be changed each year if 
this 3s estimated. This position could happen in practice, 
and conventional methods do not cater for this. 

The present theory has not to my knowledge been 
mentioned before, although Porterfield put forward a 'net 
terminal value’ approach which recognizes differing rates 
between cost of capital and re-investment. The purpose of 
this article is to provoke discussion and comment, together 
witk deeper thinking on the subject. 


LETTER FROM AMERICA 


Expensive Errors 


From Our New York Correspondent 


AL the end of a searching discussion of ‘New Concepts of 
Ethics’ during the American Institute's Annual 
Meeting in Detroit in October (The Accountant, October 
28th) one of the listeners remarked that better ethics were 
more important than better insurance coverage. 

He was alluding to the prominent display at the meeting 
of application forms for the AICPA professional liability 
insurance program, which was drawn up about a year ago 
aud is now being actively recommended to those firms 
(possibly the smaller ones) that have not for years past 
bzen insured through Lloyd’s or other major insurance 
houses. His point was certainly valid, so far as it went; but 
so was the argument made in the application form – that, to 
tie accountant, mistakes spell professional liability suits, 
and can be extremely costly. 

However high the principles and however great the 
professional skill of the practitioner, recent events have 
underlined the difficulty of following the traditional 
approach of the small-town firm, which has usually trusted 
zo good luck — and good judgement ~ to keep itself out of 
zhe law courts. Some of the most respectable clients have 
peen finding themselves in financial straits and lashing out 
at their auditors. Tax laws and government regulations 
have been piling complexity on confusion, making the task 
of the accountant ever more demanding. Even where a 
suit is unsuccessful, defence costs have been soaring. 


Rising premiums 


So, unfortunately, has the cost of professional liability 
coverage. In The Accountant for April 23rd, 1970, an annual 
premium equivalent to some £200 was quoted as the 
probable cost of insuring a ten-man firm against an adverse 
judgement of $1 million. Substantially higher premiums 
than this are indicated in the AICPA application leaflet. 
According to Herbert L. Jamison & Co, New York 
insurance brokers who have been active in the professional 
liability business for many years and have written many 
hundreds of policies, the present cost of such coverage may 
now be close to twice the 1970 figure. This sharp increase 
reflects both the higher level of damages recently allowed 
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by the courts and the new tendency of clients to seek redress 
from small firms as well as large. 

The vulnerability of the small firm to legal action is 
particularly marked in the United States, where many of 
the 120,000 Certified Public Accountants work singly or in 
family-type partnerships. Recent history has demonstrated 
that the danger has intensified on both sides of the Atlantic. 

A United Kingdom firm of chartered accountants was 
recently ordered to pay a total of £30,000 to two companies 
for which it acted as secretary and from which the managing 
director had fraudently obtained funds for private use 
(The Accountant, July 22nd). In that case, the firm's 
professional negligence coverage had amounted to only 
£20,000, so that £10,000, plus interest and costs, was 
payable by the accountants themselves. 

Last year's Wall Street crash provided the occasion for 
even more onerous claims against accountants. Fusz- 
Schmelzle & Co, a mid-western stockbroker small enough 
to be hardly known even to American investors, had 
suffered the same liquidity squeeze that afflicted much 
larger houses. When it collapsed, however, the echoes were 
heard across the country and throughout the profession. 

The firm being a member of the New York Stock 
Exchange, its customers were compensated by the Exchange 
Special Trust Fund. Not surprisingly, the Exchange cast 
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about for ways in which to recover some of the moneys 
paid out by the Fund – and selected the auditors as one of 
its targets. In June this year, Main Lafrentz & Co, one of 
America's larger accountancy firms, agreed to pay the 
equivalent of some £85,000 rather than contest the claims 
brought against it by the Exchange. This concluded the 
first — but certainly not the last — liability suit brought 
against the auditors of a stockbroker in distress. 

Limiting liability 

'The American Institute has been actively seeking ways in 
which to limit the spread of liability actions. Particularly 
important has been the effort to amend the clauses of the 
1933 Securities and Exchange Act that places full res- 
ponsibility for new-issue prospectuses on the shoulders of 
the auditor — but not of the investment bank. 

'This type of discrimination against the accountant is 
evidently becoming a matter of world-wide concern. 
Earlier this year, Mr J. К. Harrowell, ¥.c.a.(aust.), 
President of the Australian Institute, deplored the ‘open- 
ended’ nature of the accountant’s professional liability 
(The Accountant, July 29th). Without a halt to present 
trends, it seems that the resources of both the insured and. 
the insurer could be rapidly exhausted in the struggle to 
keep up with new forms of liability litigation. 


The Government's Pension 


Proposals — II 


Employers’ Pension Schemes 


TE Government's policy is that it is primarily through 
employers’ pension schemes that employed persons 
should be able to secure earnings-related pensions ad- 
ditional to the flat-rate benefits provided by the National 
Insurance scheme. It sees the role of its reserve scheme as 
catering for those who do not belong to schemes operated 
by their employers and satisfying certain general conditions 
as to the benefits they provide and the security they offer 
for those benefits. An employer with such a scheme will, 
by obtaining 'recognition' of his scheme, be able to secure 
for himself and the members exemption from the liability 
to contribute to the reserve scheme. 


The conditions as to benefits would ђе that these 
should include: l 

(a) in respect of a male member, a pension for himself 

of not less fhan 1 per cent of his PAYE earnings up 

to one-and-a-half times the national average through- 

out the period during which recognition exempts him 

from the requirement to pay contributions to the 


The first part of this article appeared in last week’s issue. 
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reserve scheme and, on his death, whether before or 
after retirement, a pension for his widow of at least 
one-half of his pension on the foregoing basis; 

(b) in respect of a female member, a pension for herself 
of not less than 0-7 per cent of her PAYE earnings 
assessed on a similar basis; and 

(c) provision for the increase in these pensions to com- 
pensate for increases in the general price level after 
the pensions become payable. 

It would be possible to secure recognition for a scheme 
which provides on death before retirement a broadly 
equivalent lump-sum benefit instead of a widow's pension. 
Compensation for increases in the general price level 
could be achieved either: 

(a) by linking pensions to the index of retail prices in 
the way envisaged in the Pensions (Increase) Act 
1971 applicable to civil servants and some other 
classes of public employees; or 

(b) by increasing pensions at a specified annual rate; or 

(c) by making financial provision for such increases 
without commitment to a specified rate. 
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The specified annual rate currently under discussion is 
3 per cent per annum. It is envisaged that recognition 
would also be granted to a scheme which does not allow 
for such compensatory increases, but which provides for 
larger pensions at their commencement. The rate currently 
under discussion at which sucli pensions would have 
to accrue is 14 per cent of PAYE earnings, instead of 1 
per cent. 

In the event of a member of a recognized scheme leaving 
his employment before he has had five years! service as 
such a member, a payment would have to be made to the 
reserve scheme equal to the contributions which would 
have been made to that scheme had he and his employer 
not enjoyed exemption from such contributions. If he 
leaves after more than five years, the pensions accrued 
according to the conditions described above would have 
to be preserved for him and his widow in the recognized 
scheme or in another. scheme which he subsequently joins 
on an equivalent payment being made to that scheme. 





Grati j ng and supervision of recognition 


Récognition of a scheme'would be granted by the statutory 
Occupational Pensions ‘Board to be set up as described 
below. This Board would have to satisfy itself that the 
benefits provided by the scheme met the foregoing con- 
ditions and that the benefits were adequately secured. This 
would involve the Board’s exercising continuing supervision 
over the financial development of. the scheme, as does the 
Registrar of Non-participating Employments in regard 
to schemes by virtue of which employed persons are 
contracted-out of the existing graduated pension scheme. 

Somewhat different considerations will be involved in 
such supervision because the obligations consequent on 
recognition would not be quantifiable by reference to a 
universally applicable level of equivalent pension benefits 
as under the graduated pension scheme. Supervision would 
involve the examination of the annual accounts of the 
scheme and of reports on its periodical actuarial investi- 
gations, or of corresponding information supplied by an 
insurance company through whose policies the benefits 
were secured, and the consideration of changes made 
from time to time in the rules of the scheme. 

The contributions payable to the reserve scheme by a 
member and his employer would be 4 per cent of the 
member’s PAYE earnings. It is generally accepted that 
to satisfy the conditions for recognition would require 
the payment of overall contributions somewhat larger 
than this, but in most cases probably not in excess of 5 
per cent of such earnings. It would accordingly be likely 
to be marginally cheaper for employers to participate in the 
reserve scheme than to set up a pension scheme to provide 
benefits adequate to secure recognition. 

- A less obvious; but probably more serious, cause for 
concern is the incompatibility between the bases of benefits 
under the reserve scheme and under an employer's scheme 
which satisfies the foregoing conditions for recognition. 


Anomalies 


From Table II (The Accountant, December 16th, p. 812) 
it can readily be deduced that the contributions to the 
reserwe scheme of'4 per cent of PAYE earnings will secure 
a pension for a male member which accrues at the rate of 
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just under 2. per cent of his PAYE earnings at age 21, 
decreasing to about o4 per cent of such earnings at age 
66, as compared with 1 per cent at all ages in the case of a 
recognized scheme. For a female member the corresponding 
figures range from about 1} per cent at age 21 to about 4 
per cent at age 55, as Compared with o-7 per cent at all ages. 

Accord:ngly for an employee who leaves service at a 
relatively young age, the pension which would be pre- 
served for him in a recognized scheme would be much 
less than that.which would have been secured by member- 
ship of the reserve scheme. This would be very apparent 
as between two employees one of whom leaves just before, 
and the other just after, completion of five years' member- 
ship of a recognized scheme. The one with the shorter 
service wil be provided in the reserve scheme with a much 
larger pension than will have to be preserved for the other 
in the reccgnized scheme. 

Such an anomaly would be a fruitful source of discontent, 
and the eraployer might well feel obliged to provide larger 
benefits іг his own scheme to avoid the situation arising. 
An altefnative course open to the employer would be to 
raisé the entry age to his own scheme to about 35 and to 
rely on the reserve scheme during the service of employees 
before tha: age. Some employers might even be discouraged 
from mairtaining their existing schemes, especially those 
for manuz] workers among whom labour turnover may 
tend to bs high. The result would be that the reserve 
scheme would become even larger than is envisaged in 
the White Paper. 


Revision »f basis of reserve scheme 

These possibilities have led to the suggestion that the 
Governmeat should revise the basis of the reserve scheme 
so that beaefits would accrue under it as a uniform per- 


‘centage of PAYE earnings throughout service, as they 


would according to the conditions described above for 
recognitior.. 

The cost of providing the accruing benefits on this basis 
would increase with the age of the member, by virtue of 
the fact that for an older member the contributions. would 
be available for investment for a correspondingly shorter 
period before benefits became’ payable. It is generally 
recognized however, that it would be impracticable for 
contributions not to be a uniform percentage of PAYE 
earnings for all members of the reserve. scheme. Hence the 
provision гог uniform accrual of benefits and for con- 
tributions at a uniform rate would inevitably involve the 
use of contributions ostensibly made in respect of younger 
members to provide the benefits for older members. As 
no one can foresee what the age distribution would be of 
members of the reserve scheme, there would thus be 
introduced into its finances an element of uncertainty on 
this account. 

The reserve scheme as at present designed is not free 
from difficilties of this type. The Government has not 
offered any explanation as to how bonuses will be deter- 
mined under it. It can be argued that, in'so far as a higher 
rate of return is obtained on the investments of the funds 
of that scheme than has been allowed for in Table II, 


bonuses exoressed as a percentage of the accrued benefits 


equal to the extra percentage in the rate of return will be 
equitable as between members of different ages. ‘There 
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can, however, be no certainty that the high yields cur- 
rently obtainable on investments will be maintained in- 
definitely, nor that occasions will not arise when there is 
widespread, even though possibly transient, depreciation 
in their capital value. 

'The Government has given an assurance that the reserve 
scheme will not be subsidized. It seems inevitable that 
‘those responsible for operating it would follow the same 
course, with the same consequences, as has been followed 
in the past by insurance companies in granting bonuses on 
‘with profits’ policies. Such companies have always taken a 
conservative view and held back some part of their extra 
investment earnings, so as to reduce fluctuations in the 
rates of bonus from time to time. The high rate of bonuses 
currently enjoyed by this generation of policy-holders 
“represents the extra investment earnings which were not 
distributed to earlier generations of  policy-holders. 
Hence there will almost certainly be an element of sub- 
sidy between members of the reserve scheme of different 
ages. 


Accumulative unit trust 


One way of avoiding this difficulty would be to recognize 
the reserve scheme for what it really is. It is a means of 
forced saving for retirement. Contributions by employers 
and employees could be regarded as being made to an 
accumulative unit trust operated by the board of manage- 
ment. If this conception were accepted, at pension age 
of a member of the reserve scheme or on his earlier death, 
the value of his units would be applied to purchase for 
him and/or his widow annuities according to current 
market conditions. There would, of course, be no guarantee 
as to the amount of his pension. There is, however, no 
guarantee of this under the reserve scheme in its proposed 
form. All that a member knows at any time is the amount 
of pension which has accrued to date according to ‘Table 
II. What will accrue in future will depend on his earnings 
and on the maintenance of the present basis of Table IT 
for contributions made throughout the rest of his working 
life. 

If the reserve scheme were to be operated through a 
number of enfranchised bodies, as suggested in the pre- 
vious article, this would be equally feasible under the 
reserve scheme as it stands, or if the reserve scheme were 
to be operated on the basis of an accumulative unit trust. 
It would possibly not be feasible to operate it through a 
number of competing bodies if benefits were to accrue at a 
uniform rate at all ages, because any enfranchised body 
would be willing only to accept members at younger ages, 
and would exclude those who first became members of the 
reserve scheme at older ages. 

A completely satisfactory solution to the problems dis- 
cussed in the foregoing paragraphs is almost certainly not 
attainable. If the Government, nevertheless, goes forward 
with its present proposals for the reserve scheme, it should 
consider whether there ought not to be alternative con- 

. ditions for the Accrual of benefits under a recognized 
scheme. As many employers’ schemes nowadays provide 
for pension benefits to be determined according to earnings 
just before retirement, one such alternative would be a 
somewhat smaller percentage than 1 per cent of such 
earnings. Another alternative would be for pension benefits 
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to be determined according to the principles underlying _ 
Table II, but with a somewhat higher combined rate of _ 
contributions so as to provide a margin over the reserve _ 
scheme. 


Preservation 


All the political parties have committed themselves to the 

establishment of a statutory right for a member of an. 
employer's pension scheme on leaving service to the 
preservation for him of the pension which is deemed to 
have accrued in respect of his service while a member of the 
scheme, whether or not he has any right to such a pre- 
served pension under the rules of the scheme. | 

The Government proposes that anyone leaving service. 
after 1975, having been a member of a pension scheme 
whether recognized or not — for five years and having 
attained the age of 26, should be entitled to a preserved. 
pension in respect of all his service as a member of the 
scheme. Preservation would also extend to any pension 
payable to his widow on his death after retirement. As a 
corollary, no employee who completes the prescribed 
period of five years' service after 1975 would be entitled to 
a payment representing a lump-sum refund of his own 
contributions to the scheme. 'The withdrawal of this right, 
which is almost universal in schemes to which members 
contribute, may well give rise to considerable controversy _ 
when the promised Bill comes before Parliament. S 

The general principle of preservation is not today widely 
contested. It should be recognized, however, that the im- 
plementation of the Government's proposals would present 
a serious financial problem in regard to many existing 
schemes. The creation of rights for members who leave 
service for which provision has not previously been made | 
would reduce the security which a scheme provides for . 
those who remain in service to draw their pensions This - 
would certainly be the case where employers have provided 
for pension benefits to be payable in respect of service 
before the scheme was established, but have spread the 
contributions for such benefits over a long future period of 
years, possibly the whole future working lifetimes of the 
original members. 

Appendix 2 to the White Paper defines the way in which 
accrued benefits would be determined in various types | 
scheme. The general rule would be to follow the definition 
of accrual of benefits in the scheme itself. Where benefits | 
do not accrue at a uniform rate, or according to the con- | 
tributions paid, a notional uniform rate of accrual would, | 
in most cases, be applied. There are some schemes, how- | 
ever, for which special treatment would be necessary. = 

Practical problems would be created in the more remote 
future by the increase in the number of relatively small - 
pensions for which employers’ pension schemes would | 
become liable in respect of employees who leave service | 
at relatively early stages in their careers. The payment of | 
such pensions would present problems both for those | 
responsible for the administration of employers’ pension | 
schemes and for the pensioners themselves, if they should | 
change their employment several times. They would 
find themselves drawing a number of small pensions from ` 
various sources on different dates, according to different 
frequencies of payment and different conditions. z 

The long-term solution to this problem would be to 
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develop arrangements for the making of payments from 
one scheme to another when an individual changes his 
employment so that all his benefits would ultimately be 
secured in the scheme of his last employer. For this to 
be feasible there would need to be a generally acceptable 
basis for determining the capital equivalents of the pension 
accrued in the scheme an individual leaves and of that pro- 
vided in the one he joins. The variety of conditions in 
schemes gives rise to detailed technical problems of con- 
siderable complexity in arriving at such a basis. 

A first step may well be to arrange when an individual 
retires for payments from the various schemes to which he 
has belonged to be made to the scheme of his last employer, 
so that a single pension, subject to the conditions of that 
scheme, can be produced from it. 


Administrative machinery 

The White Paper contemplates the establishment of an 
Occupational Pensions Board to supervise the arrange- 
ments for recognition and for the preservation of pensions 
for those leaving service. It is the intention that the members 
of this Board should include persons familiar with the 
operation of pensions schemes. The Board would have much 


wider discretion than has the Registrar of Non-participating 
Employments, because the conditions for recognition are 
not as rigid as those for contracting-out. 

The Board would take over from the Chief Registrar 
of Friendly Societies the responsibility which he has 
hitherto had for facilitating the amendment of schemes 
where this would otherwise present difficulties. Such 
amendments would primarily be for the purpose of meeting 
the conditions for approval by the Inland Revenue under 
the Finance Acts 1970 and 1971, and for recognition and 
preservation in accordance with the White Paper proposals. 

If the Board is as successful in its field in winning the 
confidence of employers as has been the Superannuation 
Funds Office of the Inland Revenue and the Registrar 
of Non-participating Employments, it may provide a 
useful channel through which other developments such 
as those described above in connection with preservation 
can be encouraged. It would be essential, however, that 
the Board itself should command confidence from the 
outset and that its staff should be animated by the same 
helpful spirit as have those of the Superannuation Funds 
Office and the Registrar of Non-participating Employments. 

(Concluded.) 





COMPUTER COMMENTARY 


Computer Consortium 
for Accountants? 


A £8,000 package providing a computerized book-keeping 
and accounting system which gives a complete set of 
financial statements and management reports is too expensive 
for accountants with small practices to buy. But this need not 
necessarily put them off because the benefits of the system, 
known as the GL 11, could be obtained through a computer 
bureau or through a consortium of similarly-placed practitioners 
either as joint users of bureau services, or with access to any 
central processor using the Cobol language, such as an IBM 360 
or relative ICL range. 

The system itself was developed by Computer Sciences 
International specifically to provide a comprehensive and flexible 
software package which works on an open ‘chart-of-accounts’ 
basis; this means that the user can have any presentation of 
accounts that he wants. GL 11 produces reports at three levels 
of accounting: general ledger, subsidiary ledger and invoices, 
and the user can request any of forty-four different reports, in- 
cluding comparative income statements by department or profit 
centre, trend and budget analyses, and debtor statements. 
Monthly balance sheet and income statements can be provided, 
and an edit-listing together with a journal of posted transactions 
should give a complete audit trail; asset depreciation is calculated 
and posted automatically, and it is also claimed that the bête 
noire of incomplete record processing, namely, accruals and 
deferrals, can be dealt with likewise. 

There should be no wastage with this system as the user or 
client only gets the reports he actually wants. It can be ap- 
propriately used by very large corporations operating a number 
of divisions in many locations such as in the manufacturing, 
wholesaling, retailing and transporting industries, and at the 


same time can be readily applied to the relatively simple general 
ledger requirements of a small trader, restaurateur or any 
purveyor of service to customers. 


Storage of Computer Tapes 

AUS concept for the storage of computer tape has been 
announced by the data products division of BPC Business 

Forms Ltd, which enables twice as many tapes to be stored 

in the same area as with existing storage methods. 

The BPC data box is octagonal in shape, has two halves, each 
with plastic hinges and flush steel sheet covers, and edges that 
have been designed to ensure a perfect fit to seal out dust and 
dirt. The two halves may be closed tightly together by means of 
clips, and there is a recessed grip in the outer edge allowing 
removal of the box from the cabinet in which it is stored. A 





The storage cabinet for the BPC data boxes. 
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plastic spring clip at the top allows the box to be placed in ап Management ‘Decision Room’ 
by pec ideae is n al thickness of the closed COMPUTERIZED management ‘decision room’ to 


box is only 82 in. (23 mm) and yet can accommodate a magnetic 
tape of up to 2,400 feet. 


High-powered Processing 


NIVAC has recently introduced ‘a disc-orientated, 

medium-scale computer designed for high-volume pro- 
cessing in a multi-programming environment for commercial, 
scientific and real-time data processing’. They have also used 
quite a number of superlatives in describing it. Called the 
Univac 9700 it is claimed to be more powerful than any system 
in its price range, to have twice the processing power of the 
IBM 360/50, five times the power of the IBM 360/40, and a 
performance greater than the IBM 370/145. Indeed, it is three 
times as powerful as the Univac 9400, previously the largest 
computer in the gooo series. 

There are a number of hardware features to maximize 
operating efficiency, including a general register stack con- 
taining 48 full-word registers, a visual display unit, and/or 
hard-copy printer, and a main control that handles multi- 
programming up to fourteen main programs concurrently. 
Applications include general manufacturing, finance and distri- 
bution. 

Several main functions comprise the 9700 software system, 
which is quite compatible with previous systems. These are 
system management, data management, message control, 
information management system, programmed support, appli- 
cation and user programs. 

The Univac 9700 may be rented from боо to £700 per 
month with long-term leases available at considerable reductions 
. from the one-year rental prices. Purchase prices range from 
£280,000 to £600,000, and initial deliveries are scheduled for 
August 1972. 


Tailor-made Data Preparation 


I5 the sphere of data preparation familiar names include 
Computer Machinery Company's Key Processing, Consoli- 
dated Computers' Key-edit, Redifon's Seecheck and Interscan's 
System 2100. Now, a new integrated, multi-keyboard, 
processor-controlled, data preparation 
system has been introduced by MDS Data 
Processing, designed for а two-tier 
approach, either to interface with the MDS 
2400 peripheral processing system, or to 
serve as a system providing rapid, accurate 
data entry. 

The MDS 2404 Key Display System, as 
it is called, is claimed to offer flexible 
integration and configuration at a relatively 
low cost; prices start at about £18,000, 
with monthly rentals from £300 per month. 
Integration with the 2400 series means 
that peripheral processing operations, such 
as transmission, conversion and re-format- 
ing, can proceed without interruption. 

Software, which includes a wide range of 
standard routines, is designed to meet most 
application requirements and to provide 
step-by-step guidance to operators by 
display instructions,in plain-language form. 
This display also provides, at operator 
discretion, a clear-image picture of work 
entered on the keyboard. A continuing 
program of software development should 
permit MDS to tailor systems increasingly 
to customer specification. 


control finances and investments in some 1,000 companies 
throughout 26 countries is in process of establishment in Monte 
Carlo for the D. W. Phillips International organization. 

The project is being developed by Administrative Services 
International, the management and administrative consultancy 
company for Phillips International, and when the suite of 
advanced management programs is ready for use, it is hoped that 
the decision room in Monte Carlo will provide every conceivable 
facility to assist directors and senior executives in necessary 
decision-making – at the press of a button. 

The Stabletron Group of Hampshire is providing a substantial 
amount of computer equipment and appropriate software, 
including an IDIOM interactive display system combining 
a built-in computer, microfilm output and closed-circuit 
television. 

* * * * 


After four years of successful computer time-broking, СТУ Ltd 
has now extended its service to include the broking of used 
hardware and at the same time changes its name to Computer 
Time and Hardware Brokers Ltd. During the past four years 
СТУ has bought and sold approximately £1 million of computer 
time on virtually every make and size of computer, and the 
board consider that hardware broking has become a natural 
extension of their previous activities. The company’s address is 
24 Baker Street, London Wr. 


* * * * 


Mr К. Fawcett, A.C.W.A., joint managing director of CMG 
(Computer Management Group) Ltd has been invited to join 
the program committee of the Administrative Data Pro- 
cessing Group of IFIP, (International Federation of Infor- 
mation Processing) as representative for the United Kingdom. 
The next IFIP international conference on computer manage- 
ment will be held in Amsterdam from May 2nd-sth, 1972, and 
Mr Fawcett, who is also Secretary of the Association of Bur- 
roughs Computer Users, will be co-ordinating all the papers 
submitted from the United Kingdom. Between 200 and 300 
participants from all over the world are expected to attend the 
conference. 





Part of the new MDS multi-keyboard Key Display System showing two keyboards, th® disc 


unit, processor and tape drive. 
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FINANCE AND COMMERCE 


International Timber — 


"YHE accounts of the International Timber Corporation 
(od cover the first period of working by the Corporation as it 
«presently exists. International Timber is the merger of J. 
''Gliksten & Son, one of the biggest names in the timber industry, 
гапа the Horsley Smith & Jewson group. The latter group was 
itself the result of a comparatively new merger of the Horsley 
· Smith company, which operated predominantly in the North 
: with its base at Hull, and Jewson & Sons based at Norwich 
and doing business largely in East Anglia but also in the furthest 
_ West in Plymouth and Redruth. Timber companies operate 
from major port areas and the timber trade is close-knit and 
; competitive. 

-© The accounts, reprinted this week, cover fifteen months of 
"ће Horsley Smith & Jewson organization, and twelve months 
of Gliksten. But no attempt is made in the accounts to provide 
|. anything approaching a worth-while comparison of the combined 
»group's figures with those of the previous year. There has 
been no attempt to put together the accounts of the previous 
туо constituent groups and to provide thereby some reasonable, 
even if makeshift, comparison for profit and loss account or 
balance sheet purposes. 

| To some minds this may seem unfortunate. Some might 
"consider the effort should have been made. Even in the ten- 
` year record the final ‘merger’ column makes nonsense of the 
‘figures that go before. The merger doubled the size of the 
- group in terms of net assets and capital employed, and almost 
-doubled it in sales. 


„Мем company 


ће comparative figures provided are purely those of J. 
_ Gliksten & Son. And reading the statement of the chairman, 
„МЕ. Law, F.C.A., it is not particularly difficult to see just why 
it was decided to have, as it were, this break and this new 
_ beginning. The merger of the two companies has formed a new 
_ business; indeed, the operation was not undertaken in order to 
continue to operate two separate businesses but to form a new, 
_ cohesive and efficient whole. 
_ That being so, interest should be directed to the new com- 
“pany, to the changes made and changes planned and not to 
_ how two independent groups performed in terms of earnings, 
ог combined in terms of assets under very different circum- 
stances well over a year ago. International Timber Corporation is 
-to that extent a new company and it is well that shareholders’ 
attention, and the attention of others who read the report and 
accounts, should be directed to that point. 
25 Mr Law does in fact open his statement with a comparison 
_ by stating that the profits of £1,880,139, including 15 months 
of Horsley Smith & Jewson and 12 of Gliksten, compared with 
| an aggregate of {1,409,792 from the Gliksten group for the year 
‘to July 4th, 1970, and the HSJ group for the year to March 
3180, 1970. This confirms Mr Law's forecast that trading 
results equated back to a single period of 12 months would be 
better for 1971 than those for 1970. UK profits shows a ‘reason- 
“able advance’ but profits from Ghana where the Gliksten side 
of the corporation has substantial interests ‘were considerably 
lower due to lower prices, reduction in demand and increased 
costs’. 





December 23rd, 1971 


Analysis of a Merger 


Three aspects 


From that point on, Mr Law concentrates on the new group 
and it is interesting to note the pattern emerging as a result of 
the merger; interesting from the aspect of the improvement in 
efficiency of British industry as a whole through the vast scale 
of industrial mergers in recent years. There is a view that the 
scale of mergers in industry is, of itself, a reason for slackness 
in the economy and particularly in the rise in unemployment. 

Mr Law describes the first and most important aspect of 
the success of any merger as ‘a harmonizing of the human 
element involved’ and he considers that ‘this has been achieved 
with remarkable success in our group’. The second step ‘is to 
rationalize stock holdings, eliminate loss-making activities and 
dispose of surplus assets’. The chairman tells shareholders: 
‘Having been extremely active in all these aspects in the past 
year, positive results have been obtained, and . . . by the end of 
the current financial year our total objectives will have been 
achieved.’ The third step is to re-group and re-orientate the 
activities of the component parts to achieve maximum efficiency. 

Clearly, the year under review was not one of new expansion 
but one of cutting out overlapping interests and assets, and it is 
only necessary to think in terms of the multitude of massive 
mergers of recent years to appreciate what they have meant in 
rationalization, weeding out and closing down, and what they 
have meant in absence of capital investment programmes and 
the delay and rephasing of capital spending plans. 


Greater efficiency 


This, admittedly, is what the best of mergers are for. But when 
major sectors of industry and a large number of major in- 
dustrial companies join in a long period of large-scale merger 
activity, the cumulative effect is considerable. It is held, for 
example, that the Leyland-BMC merger meant a standstill 
in machine tool ordering for a year while programmes and 
positions were reappraised. 

In the case of International Timber Corporation there is, 
as in most merger cases, a period of consolidation after the 
turmoil of rationalization. ‘The programme for the year to 
June +972 is mainly one of replacement’, says the chairman, 
referring to the group's building and plant programme. Further 
than that, forward planning indicates that the facilities presently 
available are sufficient, although Mr Law says that the board 
must plan on a fairly long-term basis and that 'if requirements 
alter’ he will advise shareholders ‘in a future report’. Clearly, 
this merger is not going to induce substantial capital expenditure. 

Meznwhile, the drawing back and the search for greater 
efficiency continues. Stocks and debtors are 'higher than we 
should like them to be' and although some progress has been 
made in softwood stocks, there is still scope for a considerable 
reduction in the total stock figure and management is working 
hard t» achieve the board's objectives. • 


Return on capital 

Mr Law reports a considerable amount of attention devoted to 
imprcving management techniques. Management by objectives 
is being introduced in the group and a number of subsidiaries 





have improved their performance as a result. Computers have 
been installed in some of the group’s businesses and, with the 
lessons learned as a result, further installations are contem- 


plated. 


Bulk distribution of softwood, hardwood and sheet materials 
is the major part of the group’s business, and profits in this 
area in the past year were disappointing. Strikes outside and, 
to a lesser extent, inside the company, lower levels of economic 
activity and resultant over-stocking and high interest rates 
were the main adverse factors. Currently, the situation has 
improved and there is boardroom confidence that ‘the profit- 
ability of this aspect of our business will increase and that in the 
not-too-distant future we shall achieve the return on capital 


employed that we require’. 


The ‘directors’ report shows that of total group sales of 
58:68 million, the distribution of hardwood, softwood plywood, 
"doors, veneers and building materials accounted for £45-22 
million, Manufacture of doors, plywood veneers, veneered 
panels, packing cases, flooring and contract work accounted 
for [8:62 million, production of logs and lumber for £2-09 
million, and. services and sundries for the balance of £1°75 
million. There is no similar breakdown of profits and no 
translation of profits into terms of return on capital employed 


or sales. Perhaps next year? 





Associated Leisure 


RELIMINARY figures from Associated Leisure, the 
{amusement equipment group, brought a report of 'consider- 
-able accounting. difficulties occasioned largely by a massive 

movement of machines to and from conversion centres in order 





INTERNATIONAL TIMBER CORPORATION LTD. 
АМО SUBSIDIARY COMPANIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 


FOR THE PERIOD 5th JULY 1970 TO 


3rd JULY 1971 





Note 
2 Invoiced Sales 


3 Trading Profit for the Period 
Realised profit on sale of land and buildings 


4 Loan Stock Interest 


Group Net Profitfor the Period before 
"Taxation 
5.Taxation 
: Group Profit for the Period 
after Taxation 
Less: Terminal losses of subsidiaries 
closed during year (net) 


Net Profit available for payment of 
Dividends and other Appropriations 


Gross Dividends 
On 44% Cumulative Preference Stock 


On Ordinary Stock 
Interim paid 8th July 1971 of 133% 


‘Final recommended of 20% 


Less: Transfer to reserves 


Profit retained within the Group 


1971 


£ 


13,500 
243,695 
365,542 
622,737 





£ 
£58,675,884 





1,880,139 
76,791 


1,956,930 
493,675 


1,463,255 
610,845 


852,410 


58,359 


794,051 


622,737 


£171,314 














1970 
£ £ 

£31,297,174 

1,036,368 

37,098 

1,073,466 

1,073,466 

405,707 

667,759 

667,759 
13,500 
199,500 
365,542 
578,542 
66,292 

512,250 

£155,509 











INTERNATIONAL TIMBER CORPORATION LTD. | 
AND SUBSIDIARY COMPANIES | 


NOTES ON THE CONSOLIDATED 
PROFIT AND LOSS ACCOUNT 











1 The invoiced sales and profit figures of the Horsley Smith & Jewson Ltd. group relate t 
the period 1st April 1970 со 3rd July 1971. The comparative figures for the period 

1st July 1969 to 4th July 1970 exclude any figures relating to che Horsley Smith & 
Jewson Ltd. group. 





2 inter-group sales have been excluded from invoiced sales in 1970/71, but were : 
included in 1969/70 where the purchasing company had freedom of choice of purchasing 
competitively to the exclusion of its fellow group members. 





3 The trading profit for the period before taxation has been arrived at after taking 
into account the following:— 














a Directors' remuneratíon 1971 1970. 


£ 
Fees => 
Other emoluments (including pension contributions) 52,759 
52,759 
Less: Paid by an associated company and 
non-consolidated subsidiaries 250 
£52,509 





Three directors have waived emoluments amounting to £5,062 (1970—£2,550). 


The Chairman’s emoluments, excluding pension contributions, were £14,083 
(1970—£13,545). 


Other directors’ emoluments, excluding pension contributions, fell within the 
following ranges:— 


1971 
£ No. 
1 to 2,500 — 
5,001 to 7,500 1 
7,501 to 10,000 1 
12,501 to 15,000 1 3 

1971 197% 
b Interest payable on bank overdrafts and short term loans £1,096,404: 2443,4. 

— — 

c Depreciation (see Note 2 to Balance Sheet on page 21) £696,949 £358, 
d Income from unquoted investments £3,000 £8,02 
e Auditors' fees and expenses £47,924 


f Hire charges of plant and equipment £152,703 








4 Interest on the 10% Convertible Unsecured Loan Stock 1990/95 was payable from у 
1st June 1970. The net interest for the period ended 4th July 1970, amounting to 
£25,847, was charged to reserves. 





5 The charge for taxation (based on the profits for the period) is as follows: 
29 1970. 





United Kingdom corporation tax at 40% (1970—424%) 
Less: Double taxation relief 


557,178 — 240,080. 


Overseas taxation 53,981 160,458 — 
611,159. 400,518 — 

Adjustments for previous years (30,822) 5182 | 
580,337 405,707. 

Transfer to taxation equalisation account 30,508 : 


£610,845 











6 The Group profit for the period dealt with in the accounts of the parent company 
amounts to £735,017 (1970—£615,100). 





T Overseas subsidiary companies contributed from their net trading activities 
approximately 8% of the net profit of the Group. Dividend remittances by certain , 
subsidiaries are subject to exchange control permission. 
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to adapt them to comply with Gaming Board requirements’. 
It is added, however, that although this has led to auditors’ 
qualifications of the accounts of some subsidiaries, their report 
‘indicates that the errors were not such as to throw real doubt 
upon the group consolidated balance sheet’. The company ‘is 
satisfied that the proper steps have been taken to correct these 
failures and that the group is now again trading at a profit’. 
In the year to May 9th, pre-tax profits were a mere £2,242, 
against the previous year’s £2,310,089, with a net loss of 
£14,039 (against a profit of £1,335,301) increased to £126,089 
by libel action legal costs treated as a special non-trading item. 
The collapse of trading profits is stated to have been due to 
three main factors — the adverse effects of the Gaming Act, the 
high level of tax on gaming machines and arcades, and losses in 








in our opinion the Accounts and Notes set out on pages [857 to 860] of International Timber Corporation 


Limited and its subsidiary companies, certain of which have not been audited by us, give a true and fair view 
of the state of affairs at 3rd July 1971 and of the profit for the period from 5th July 1970 to 3rd July 1971 


dt the Quickmaid subsidiary. 

20 = In the interim report the forecast was that profits might not 

< à i quite reach 50 per cent of the 1969—70 level. There is indication 

$ . w 5 5 in the preliminary figures of changed accounting bases. 

ба $ E 

о s à $ Lloyds & Scottish 

: х E $ = TTH value added tax to come and a change in corporation 

«а 4 2 » tax form being considered, both the accountancy pro- 

a 23 Б 3 9 fession and the businesses it serves are as deep in the tax change 

at 5 а ае wood as ever they have been since 1965. One of the economic 

5 5 E и incalculables is the extent to which tax changes in themselves 

oO E r É 5 = depress business. | | 

o E E 5 E z & There is no doubt, though, that the switch from investment 

zZz Е $ ЕЗ -> grants to allowances adversely affected industrial investment at 

a Е > už 5595 a most crucial time ~ a time when lift at the capital goods end of 

UA | Е E 3 556 5 industry was sorely needed and, as it has proved, even more 
8 3 25 PERI sorely missed. Mr Ian Macdonald, chairman of Lloyds and 
= = ò 333: Scottish, the instalment finance group, comments in his annual 


review that ‘the switch ... proved to be more of a deterrent than 
an incentive to industrial investment. It had an adverse effect 
on projected cash flows and restricted the recovery of any allow- 
ances to the availability of profits.’ 

In cases where it was essential to acquire new equipment, the 
leasing method became a more attractive proposition to those 
with a profit level not adequate to absorb the increase and the 
acceleration in the allowances. Lloyds & Scottish won its fair 
share of increased leasing business. Since 1963, when the com- 
pany began its leasing activities, annual rental income has grown 
to {141-5 million. 








BSA Postscript 


HERE is a pleasant postscript to the Birmingham Small 
Arms report and accounts discussed in these notes on 
December gth. At the annual meeting Lord Shawcross was able 
to report substantial improvement in the results of the com- 
pany’s motor cycle division. Results of other activities were ‘a 
bit patchy’ but an upturn in the economy would soon put that 


al Timber Corporation Ltd., had authorised future 
,000. Subsequently other claims of a similar 
are also regarded by the directors and their 
al advisers as without substance and not justifiable in law. The directors consider that no provision is 


,000 (1970— £187,000) against which contracts had been 


000) for which no provision has been made in these accounts. 
f subsidiary companies trading abroad have been 


d taxation and represents corporation tax at 40% on the 
of bank overdrafts, letters of credit and leasing 
ies which at 3rd July 1971 amounted to £1,825,612 (1970—£2,645,968) 


fixed assets eligible for capital allowances exceeds their tax written down 
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NOTES ON THE BALANCE SHEETS 


AT 3rd JULY 1971 (continued) 


law and is most unlikely to be upheld on appeal. In the unlikely event of the claim 
f the subsidiary company for any of these contingencies. 


e 
2, which will become due for payment at intervals of six months, up to 14th March 1979 
filed and in the opinion of the directors and the subsidiary company's legal advisers, the 


d Judgement has been entered against an overseas subsidiary in respect of claims for damage to cocoa trees. 


€ In connection with leasing arrangements certain subsidiary companies have accepted bills of exchan 
In the event of dividend remittances out of profits arising in Ghana there could be a liability for additional 
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5 i3 5 1 3 E 3 $3 еннен to sell off the group’s metal components division 
FE ЕЕЕ stays bot 58 82 | were ‘under way’, Lord Shawcross said, and the sale would 
S92) 85] 59525 325 9.5 E fs | probably complete the necessary sales of ‘peripheral activities’. 
585| egdi 535 & $32 55 E 222 | There were, he said, ‘grounds for cautious optimism about the 
t sce S88] зона bfc 8852/62 |832 | future’ although there is ‘still a lot of hard work to be done’. 
5595 Ё 38 | 5 elo 522 25 Е $22 As caretaker chairman, Lord Shawcross was confident 
4295) sfa) S98 33 5558 S£58|52 | 354 | enough to predict that ‘before this time next year’ someone else 
5:95 АЧ" =: 5 £92513 455 | would take the chair оп a more permanent basis because the 
ЕЕЕ ES Zeig Боса: 36595 |8 EP group would be in a ‘very much stronger равійоп. 
4355 gees S825 25 и POESEIE HE All this is encouraging, but there is now a nice decision for 
$325 | ака? #9355 $2 Re ЭТТЕ $52 | investors to make. BSA has been rescued from the brink of 
5255 4558 br HE 55952 325. HEPHE ge failure and the cost of that rescue is that from being a reasonably 
$22 HEE SS|EEET of Ew? 55 552 ЈЕ $ ME wide-ranging engineering group, BSA is now preponderantly 
А fags ОБЕ [G25 28 cso Fogg 5 lass |405 | a тоог cycle company — and are motor cycles a growth in- 
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City Notes 


СЕ J IGH but not exorbitant’ was one assessment of the cost 

of the currency settlement worked out in Washington last 
weekend. It was not settlement at any price, but it was agreement 
on a basis that may have left one or two of the Ten more than a 
little disgruntled. 

But if currency and economic events have shown the need 
for a return to fixed parities (and there may be some to doubt 
whether that is so) then the parities needed to be realistic. After 
all, those who complain that a commodity has been too dear for 
too long cannot protest too loudly if the price comes down. 

If it comes down far enough to undercut the complainant's own 
commodity prices there would be cause for further complaint, 
but in this particular instance that is not the case. The rich, in 
terms of payments balances, including the United Kingdom, 
will not become paupers overnight as a result of the Washington 
declaration of 1971. 

"The United Kingdom, unused to such things, has found her 
post-sterling devaluation reserves and payments riches an 
embarrassment. Other less sensitive nations have been prepared 
: to accept such riches as a right and that being so, may protest 

at the possibility that the international currency settlement may 
not immediately make the rich get richer. 

What the Washington agreement has done is to attempt to 
adjust the currency balance by changing currency relationships. 
The process has taken over four months. There are some who 
consider that day-to-day adjustment by the operation of free 

‘foreign exchange markets would have proved less cumbersome 


and more exact. 
* * * * 


PB trustee status is something jealously guarded by 
companies and zealously ignored by non-trustee investors. 
In equity terms, trustee status merely denotes a certain size of 
capital and the maintenance of dividends annually. It pre- 
scribes status but does not define worth. 

Alfred Herbert Ltd, the machine tool group, paid no dividend 
on its equity for the 1969—70 financial year, but in May 1970 


paid a final dividend of 2j per cent on account of the 1968-6 
financial year of the company. Operations for 1970-71 wil 
result in a loss in the region of £2 million but on December 31s 
the company will pay a dividend of one-half of 1 per cent t 
maintain trustee status. Although on account of 1969-70 th 
company declared no dividend, it actually paid a dividend 
the 1970 calendar year and will have paid a dividend in the 19 
calendar year. Was this the object of the changes in the Truste 
Act that opened up equity investment to trustee funds? A 
* * * ж 

NCE again a basically sound, well-reasoned merger ha 

been thwarted by the activities of a dealing and asse 
stripping company. 'The Norcros industrial group negotia 
terms for the acquisition of the capital of Venesta Internation: 
but the intended deal failed because Consolidated Signal 
bought control of Venesta in the stock-market. The Takeove 
Panel is powerless in such cases since the asset situation-asset. 
stripping company makes no bid and therefore has no need t 
comply with any written code. There are other codes, of cours 


Е December is a foretaste of the new year, then 1972 is goin; 

to be a good year for the stock-market. Settlement of th 
international currency situation should help the new y 
mood and it is rare, in any event, that the first few weeks 
January do not provide firm equity markets. Usually it 
Budget talk that eventually casts a shadow on bright new y 
markets but there should be nothing dismal in the Budget ta 
for 1972. 

Further than that, industrial and economic news should b 
helpful as the economic measures of 1971 turn into econom: 
expansion in 1972. There will be troubles and these may com 
early in the shape of strikes over wage claims. But surely. 
anything has been learnt from the past year it should be th: 
wages chasing prices chasing wages chasing prices is a spiral n 
only vicious but economically lethal. 


RATES AND PRICES 


Closing prices, Monday, December 20th, 1971 


Tax Reserve Certificates: (29.9.71) Companies 34%; 
2% surrendered for cash; Personal 34% 


Bank Rate 
Nov, 18, 1967 8% Mar. 5, 1970 74% 
Mar. 21, 1968 7496 April 15, 1970 7% 
Sept. 19; 1968 7% April 1, 1971 sa- 694 
Feb. 27, 1969 895 Sept. 2,1971  .. па 606 
Finance House Вазе Rate - December 1st, 1971. 5% 
Treasury Bills 
Oct. 15 .. £4 610395 Nov. 19 2 £45135% 
Oct. 22 «+ £45723% Nov. 26 .. £42805% 
Oct. 29 .. £4'5610% Dee. 3 .. £42203% 
Nov. 5 .. £4'569395 Dec. 10 «+ £43150% 
Nov. 12 À £45480% Dec. 17 . £44089% 
Money Rates 
Day to day .. 38-48% Bank Bills 
7 days +. e) 38-48% 2 months 49-41% 
Fine Trade Bills 3 months 432-417 % 
3 months . 55-54% 4 months -. 48-41790. 
4 months ..  8-5196 6 months . 44-43%. 
6 months -. 58-52% 


: Foreign Exchanges 
Following the currency talks in. Washington last 
week-end, the London foreign exchange market was 
closed to business by order of the Bank of England 
when this issue went to press. 


Gilt-edged 
Consols 4% 465 Funding 64% 85-87 
Consols 24% 28} Savings 3% 65-75 
Conversion 34% 40$ Treasury 9% 1994 
Conversion 54% 1974 .. 100} Treasury 64% 1976 
Conversion 6% 1972 . 100 Treasury 3395 77-80... 
Funding 34% 99-04 48} Treasury 34% 79781 :. 
Funding 4% 60-90 97i Treasury 5% 86-89  ..- 
Funding 54% 78-80 91i Treasury 5$% 08-12 


Treasury 2$% 2. 


Victory 4% 


Funding 54% 82-84 .. 89 
War Loan 34% ж 


Funding 54% 87-91 80} 
Funding 6% 1993 79% 
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omputers and Tax Work 


R, – May 1 please ask for space in your columns. 


In 1969, the London and District Society of Chartered 
countants set up a small committee to inquire into the pos- 
ility of using a computer to help practitioners in the pro- 
ction of dividend lists and capital gains computations for 
ir clients. 


The idea was that a practitioner would be able to feed into 
e computer, details of his clients’ investment holdings at the 
зеріппіпр of the fiscal year and of any changes during the year. 
he computer would then print out the dividend list, the 
pital gains tax computation, and a schedule of the closing 
Ја поз suitable for next year's input. 


It was visualized that this would be done by individual 
actitioners or a group of practitioners having a computer 
terminal available to them in their office. Alternatively, if the 
‘security problem could have been overcome, the same result 
would be achieved by handing or posting the batches of in- 
formation to a computer bureau. 





| It was thought essential that any system should leave prac- 
itioner firms paying only a fee for the use of the services, 
easured directly by reference to the period of use. Any 
игеп or benefit of providing the capital resources, program- 
мар, etc, would be a matter for the computer company 
oncerned. It was also thought essential that any program 
ncouraged by the London and District Society should carry 
confirmation that it had been tested and found to work 
roperly by the LDS committee or by some other independent 
dy. It was recognized that this would pose difficulties 
since the program would no doubt need almost an annual 
revision. 





Unfortunately, the committee has not so far succeeded. There 
at least one, and probably more than one, organization which 
ovides a satisfactory dividend listing service. However, the 
tandard of output of any computer service depends very much 
ipon the standard of input; firms will find that to report ac- 
curately to a computer base details of a client's holdings and 
changes in holdings is a painstaking task. This is particularly 
true when one bears in mind the standard of record keeping 
of the average client. The committee felt that if the only net 
"result was a dividend list, that was insufficient. 


^ There are also, no doubt, computer companies — either 
manufacturers or sales bureaux — who will continue to consider 
the problem independently of the LDS. However, the sub- 
committee of the LDS feels that it has come to the end of the 
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present line of inquiry. This letter is therefore written for three 
purposes: 


(a) To inform those many practitioners who have expressed 
an interest that for the moment the committee has not 
made worth-while progress, except perhaps to accelerate 
the appearance of a dividend listing process and to en- 
courage the computer companies to think about this 
problem. 


(b) To try to encourage the various computer companies 
to give this subject further thought, particularly in view 
ef the simplification brought about by the abolition of 
short-term gains tax. 


(c) To test the reaction of practising members to the LDS 
perhaps continuing with their work in some different 
form. Are members interested in any scheme to use 
computers in connection with this side of tax work, and 
is there sufficient enthusiasm to encourage the com- 
mittee to try again, or have members some entirely new 
ideas? 


This letter is directed principally at those practitioners 
responsible for the preparation of personal returns, but the 
same problems arise in connection with investment and unit 
trust work (where admittedly the standard of input would be 
much better) and in connection with the preparation of trust 
accounts. There may also be other areas in taxation or other 
fields where the efficient use of computer terminals could be 
best advanced by a co-operative effort. 


Yours faithfully, 
E. E. RAY, 
Chairman, 


London EC3. LDS Computer/Tax SuB-COMMITTEE. 


A Pat on the ‘Pocket’ 


Sir, - Recently, having a reason for referring to my previous 
Accourtant's pocket diaries, I nostalgically thumbed through 
the pages of the 1947 edition, by a coincidence, at the precise 
moment of the arrival of my 1972 edition. I realized at once that 
this was an occasion for celebration ~ twenty-five years! May I 
take this opportunity of thanking Gee & Company for the many 
years of help and use this 'gem' has been to me, and send my 
congratulations on the progress made with the diary since it 
was first published 59 years ago? 


It is most interesting to record that in 1947 the only pro- 
fessional body advertising in the diary was the Association of 
International Accountants who took the inside back cover page. 
Now the diary carries the advertisements of eight other pro- 
fessional bodies who have followed their lead, including the 
Chartered Institutes. 


The information and contents of the diary have always been 
kept right up to date and improved from time to time, 


Again, congratulations and many thanks; with the coming 
of the Common Market and the gradualewidening of the 
professional vision, who can tell, in the next 25 years you might 
publish an ‘International Accountants’ Pocket Diary’? 


Yours faithfully, 


К. B. GOODCHILD, Е.С.1.5., PALA. 
London SWI. 






Optimizing Corporate 


Finances 


O discussion on money markets can 

fail to include a mention of clearing 
banks, but to what extent they are going 
to make their presence felt on the financial 
scene in future is questionable, par- 
ticularly in view of the United Kingdom’s 
entry into the European Economic 
Community. Corporate treasurers ог 
financial directors are currently faced with 
numerous questions such as what will 
be the outcome of greater freedom in the 
United Kingdom money markets arising 
from recent Bank of England encourage- 
ment; to what extent can the newer 
instruments of corporate borrowing and 
lending be used successfully; will the 
year 1972 be the time to borrow long and 
in what form; and whether the safest 
course is to borrow from the joint-stock 
banks, despite the possible rising cost of 
money resultant from governmental 
measures, 

These topics were discussed last week 
at a seminar held by Investment & 
. Property Studies on ‘Optimizing Cor- 
porate Finances "Through the Money 
.;Markets' at the Royal Lancaster Hotel, 
"London. Under the chairmanship of 
Mr H. E. R. Shand, financial director, 
Rank Xerox, papers were presented on 
export financing, short-, medium- and 
long-term money markets, and foreign 
sources of finance. 


Monetary system 

< To correct a popular misconception 
of the International Monetary Fund as 
synonymous with the international mone- 
tary system, Mr R. H. J. Oliver, general 
manager, Export Financial Services 
Division of William Brandt’s, Sons & 
Co, stressed in his talk entitled “Towards 
improved management of export financ- 
ing in the context of floating exchange 
rates’ that the monetary system is а net- 
work through which transactions between 
nations were settled; it is a private 
foreign exchange market. This market, 
continued Mr Oliver, exists between 
dealers all over the world and is based on 
a set of voluntary agreed practices for the 
buying and selling of currencies for 
immediate and futyre delivery. 

'The purpose of the IMF was to keep 
market prices near an announced parity 
by the mechanism of government inter- 
vention either directly, or by controls in 
а private foreign exchange market. 
According to Mr Oliver, it was the 


mechanisms of official intervention which 
today were in disarray — not the private 
market which is working very well, 
despite difficult conditions except where 
completely tied down by regulations. 
There are, nevertheless, negotiations 
afoot on the discussion of new rules for 
official intervention in the foreign ex- 
change market. 


Fixed parities 


The obvious arguments for a fixed parity 
international monetary system were to 
facilitate international trade, to assist in 
international investment and capital flows, 
and, most of all, the disciplining of 
countries to inflate less than they other- 
wise would. Lastly, on a more technical 
point, it enabled a country to spread to 
other countries’ economies some of the 
strains of adjustments during the at- 
temps to solve domestic economic prob- 
lems of unemployment and inflation. 

Mr Patrick Cooper, F.c.a., chief execu- 
tive, Clive Holdings, in an address on 
‘Corporate utilization of the short-term 
money markets: borrowing and lending', 
described the wares of discount houses 
in the shape of methods of borrowing 
from the short-term money market, and 
the description of the various uses of 
different types of bills of exchange – 
concentrating mainly on bank accept- 
ances and trade bills. He referred to the 
discount houses' ability to contact a wide 
range of banks on behalf of commercial 
borrowers and the uses of ‘finance paper’ 
generally under the growth of the Euro- 
currency market and Euro-commercial 
paper in London. 

Having disposed of the borrowing 
aspect of the short-term money market, 
Mr Cooper went on to lending, and 
referred to lenders such as banks, mer- 
chant banks, finance companies and 
discount houses. He mentioned over- 
night lending by corporate bodies and 
then gave the rates and terms on which 
money can be lent to the market at all 
levels. For example, finance can be 
arranged from a rate of under 4 per cent 
for overnight lending to under 5 per cent 
for discounted bills of exchange. Various 
secondary markets were referred to; he 
thought it interesting that United States 
banks had not particularly encouraged 
dealing in eurodollars but found they 
could do very little about the situation 
which had developed. Nevertheless, they 


had most certainly established branch - 
banks in the UK which dealt in еџго- 
dollars as a secondary market. v 


Broking short-term finance 


The person who would be approached : 
for the arrangement of finance on ріасій 
of funds would naturally be a money | 
broker, and so Mr Peter Clayton, | 
managing director, Long, Till & Colvin, 
also gave his views on short-term 
markets in his capacity as a broker. He. | 
thought that the suggestion of a banking | 
revolution was but a whisper at the - 
moment; clearing banks were certainl 
underlent, although the brakes were not | 
too stringent; a more highly powered © 
engine was required. An inter-bank 
market had been gradually growing, bot 
nationally and internationally, and ther 
was also an inter-company market 
Users and lenders included local autho: 
ties, trustee savings banks, insuran 
companies, building societies, stoc! 
brokers, pension funds, hire-purchase 
companies, and industrial companies 
It also ought to be borne in mind tha 
certificates of deposits (CDs) had be 
come an integral and important part о! 
the money market, and would be cla 
fied as inter-bank transactions. 
































A banker's views 


Medium-term money, and the compara 
tive costs of the various sources of finance : 
were dealt with by Mr Geoffrey Taylor, 
group treasurer, Midland Bank Ltd, | 
and assistant managing director, Midland | 
Bank Finance Corporation. He defined | 
medium-term finance by referring to the | 
position it occupied between the point 
where working capital finance ceased to 
be applicable, and long-term finance | 
became irrelevant. In this context h 
mentioned that overdrafts were originall 
intended purely as a subsidy to working | 
capital on a very temporary basis, but - 
many individuals and corporate bodies | 
considered that an overdraft was a per- | 
manent arrangement. de 
Generally speaking, short-term finance | 
was manifested by loans of up to three 
years or overdrafts on a revolving basis, 
and medium-term finance took over 
when it was repayable between three to 
seven years after its being granted. Аз 
Mr Taylor pointed out, this type of 
finance had to be related to time spans; - 
for example, the working life of fixe 
assets such as plant and machinery. Th 
need to repay finance for such items over 
their profitable life was paramount, — 
hence the unsuitability of -overdraft 
accommodation for such projects. = 
Characteristics. of the costs involved | 
were fixed rates, linked to a base rate өг to: 
inter-bank market rates, compensating о 
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balances, arrangement and commitment 
fees. 


Preference for long-term finance 


Long-term finance was dealt with by Mr 
Vernon Madge, partner, Sheppards & 
Chase, stockbrokers, in a paper entitled 
‘Fixed interest, convertibles, equity: 
What changes in emphasis for long-term 
corporate finance?’ This was one area in 
which banks played a comparatively 
minor role, although they were seeking 
to become more active in this sphere in 
spite of probable political objections to 
banking dominance. There had been a 
tendency for companies to prefer long- 
term debts to short-term revolving finance 
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in terms of comparative figures, but 
methods of raising long-term finance in 
the future would be influenced by taxation 
changes, earnings per share, the banks’ 
role, inflation and falling interest rates. 

Taxation changes included the replace- 
ment of corporation tax by a two-tier 
system or an imputed system, the trend 
towards higher payout ratios, and the 
more difficult concept of earnings under 
the new systems. Mr Madge predicted 
that the proposals in paragraph 3.4 of 
Exposure Draft 4, issued by the Ac- 
counting Standards Steering Committee 
(The Accountant, March 25th) would have 
a decided effect on convertibles and 
warrants. 
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The international scene 


In the opinion of Mr Timothy `1. Boyd 
Wilson, vice-president of Morgan 
Guaranty Trust Co of New York, there 
was more optimism in the Euro-markets 
than ever there had been for some time; 
he made this encouraging statement 
during a talk on ‘Financing international 
investment and the scope for tapping 
foreign sources of finance’. He reviewed 
international currency problems, des- 
cribed the European short-term, medium- 
term and long-term markets and gave 
some interesting explanations of parallel 
loans which would appear to be back-to- 
back transactions between banks іп 
diferent countries. 


ICA Membership becoming Younger, 
says President 


EL younger membership within 
a few years was forecast by Mr A. H. 
Walton, F.c.a., President of The In- 
stitute of Chartered Accountants in 
England and Wales, at the annual dinner 
of the London CASS held at the London 
Hilton Hotel last week. 

Reviewing membership, he said that 
the Institute had about 40,000 members 
in January 1966 and the figure had now 
risen to over 50,000 — an increase of 25 
per cent in five years. Such a growth 
record was quite remarkable. 





Sheila Masters, who won first place in the 


The current intake of members was 
over 2,000, and by 1975 or so the In- 
stitute would be a relatively young one 
age-wise. Responsibility for member- 
standing and the Institute itself, said 
Mr Walton, would lie very largely in 
the hands of the young. The object of 
all their education and training, experi- 
ence and knowledge, and professional 
discipline was to help future members 
take their rightful place in the councils 
and committees of the Institute. 

They had to strive hard to keep 


2 E] 


September Intermediate examinations, with Mr 


G. R. Appleyard, F.C.A., President of the Society, and Kevin Lennon, Chairman of the Committee. 


ahead of other professional bodies. This 
could not be achieved by staying out 
of the battle. 


Student participation 


Mr Walton asked students to take an 
active part in the affairs of their society, 
the district society and in the committees 
of the Council. He believed that London, 
in particular, had a very big part to 
play in this. 

The responsibility of London was 
very great and unless the London 
students could solve their problem in 
the interests of all, and the senior society 
could solve their problems as well, then 
the Institute was going to find itself 
faced with a rather difficult situation. 

The Council said, Mr Walton, was 
very conscious of its responsibility in 
this matter and was constantly trying to 
find ways to collaborate. The aim was to 
provide students in London and else- 
where with better education, training 
and experience, and he hoped they 
all were at one in this, and not letting 
any apathy stand in the way. 

The President was responding to a 
toast to the guests which had been 
proposed by Mr Stephen Parry, B.a., 
A.C.A., the Society's e immediate past- 
chairman. 

Mr G. R. Appleyard, F.c.a., President 
of the Society, proposed the loyal toast, 
and a toast to the junior members of the 
profession was proposed by Lord Brown, 
P.C., M.B.E. 
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t k E t 
Moira Atkinson, from the Northern Students’ Society, with, /eft to right, lan R. Dalzell, A.C.A., 


Executive Committee of ACASS; T. A. Davies, South Eastern Students; Peter Atkinson, 
Executive Committee of ACASS, and John Critchlow. London CASS. 


Problems of inflation 


Expressing concern at the economic 
situation, Lord Brown said he was 
deeply concerned at the apparent in- 
ability of successive governments to 
arrest general inflation. Substantial 
changes in thinking and methods were 
needed, but would not be acceptable to 
society unless people became aware 
of the benefits which control of the 
problem could bring. A change in 
the attitude of work from most of the 
population would have an enormous 
impact on society. Much of the growing 
crime wave, he ventured to declare, was 
the result of grave dissatisfaction of 
millions at work. 

This year, the country had seen the 
highest rate of inflation this century, 
coupled with the maximum rate of un- 
employment since 1940. If current 
inflationary trends continued, said Lord 
Brown, some government would have to 
act. The danger was that if democratic 
methods had not been discussed and 
worked on, then some authoritarian 
methods might be imposed, and that 
could wreck our society. 

Responding, Kevin Lennon, Chairman 
of the Society, said that London had 
to be seen to be tackling problems with 
energy, wisdom and courage. There was 
no other body capable of representing 
students' interests without facing con- 
flicting loyalties. He would rather see the 
Society close down if they could not 
influence and help members in their 
problems. 

At present, no ‘consumer guide 
existed to inform and guide members. 
It was their intention, he said, that 
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this should be remedied. The Society 
would either initiate or co-operate in 
surveys to ensure that adequate balanced 
information was available to members to 
assist them in making an intelligent 
decision before committing themselves 
in the areas of training or employment. 

'The current discussion about educa- 
tion and training for chartered accountant 
students – he hated the description 
‘articled clerks’ – was by no means over. 
He hoped they would not have to wait 
long before decisions were taken. 


Reform needed 


'The discussion about education and 
training, said Kevin Lennon, was evi- 
dence that older established principles 
were in need of reform. The system of 
articles had, to a great extent, been 
responsible for the position of prestige 
the Institute and its members enjoyed. 
But training conditions had changed. 

In spite of the greatly increased oppor- 
tunities in higher education, the Council 
would continue maintaining the system 
of articles – albeit under a different name 
— as the cornerstone of training for the 
future chartered accountant. If this 
was the decision, the Society must 
accept it, but the Society existed to 
ensure that members received the best 
possible preparation for their future 
careers. 

‘Articles’, he maintained, produced 
conflict. The objectives of a firm of 
accountants were to be efficient, pro- 
fessional and profitable. The temptation 
to use a student for economic advantage 
could not be ignored by employers. Тоо 
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often, this resulted in a student per- 
forming repetitive tasks. There could 
be no question on the value of experience, 
but the value of an experience require- 
ment was a different matter. Office 
facilities varied, principals had different 
ideas, and in this situation no uniform 
standard was achieved. 

In general, the experience obtained 
by a student could not be wider than that 
of his employer. This produced a situa- 
tion in need of reform. 


Definite standards 


If articles were to continue, he said, there 
had to be a definite standard at which 
both student and principal could aim. 
He believed employers would welcome 
a definite statement of their obligations, 
and if any requirements laid down could 
not be provided by the office, then the 
Society or the senior society could set 
up supplementary courses to assist in 
achieving this standard. The committee 
would shortly produce a document for 
discussion setting out a basic minimum 
of standards required. 

Aligned with this, he thought that the 
examinations which a student had to sit 
while in articles should be geared to test 
practical experience within the guide 
lines set down. Theoretical knowledge 
could be gained and examined at aca- 
demic establishments. 

If the Institute was serious about 
articles, said Kevin Lennon, they must 
accept nothing less than what he had 
outlined. The clerk placed his future 
in the trust of his employers. He must 
know what he could expect, and what 
would equip him for his chosen future. 

It was his intention to work for equal 
opportunity for members in the field 
of examination preparation. Large firms 
were organized; smaller firms, too, but 
these could be at a disadvantage. The 
Society was admirably placed to help 
student and principal in this area. 





Lord Brown, P.C., M.B.E., checks the guest 
list with the assistance of David Hare, 
secretary of the Birmingham CASS. 
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DOUBLE FIRST 


MISS SHEILA V. MASTERS, LL.B., who was 
placed first in order of merit in the 
September 1971 Intermediate examina- 
tion of The Institute of Chartered Ac- 
countants in England and Wales (‘Round- 
about’, November 25th), has been awarded 
the Associateship examination prize of 
the Institute of Taxation for October, 
1971, and has been recommended for 
the award of the special Butterworth 
prize. We understand from The In- 
stitute of Taxation that Miss Masters 
will receive her awards at a luncheon 
given by the Council on January 18th. 


ACASS LOOKS AHEAD 


ON Monday of last week the ACASS 
Executive held its monthly meeting when, 
. apart from the normal agenda, the Execu- 
tive was addressed by Mr Clive Jenkins, 
General Secretary of the Association of 
Scientific, Technical and Managerial 
Staffs (as pictured last week under 
‘Roundabout’). Mr Jenkins spoke of the 
impact of unionization on the salaried 
professional classes and explained the 
methods employed іп collective 
bargaining. 

The Executive was joined in the after- 
noon by three delegates from ANECS 
(the French equivalent of ACASS), 
Messieurs C. Saussais, E. Jagodnik, and 
B. Chebbah. Agreement was reached on 
the work to be performed by ACASS 
in partnership with ANECS, and Terry 
Webb, Press Officer and a member of 
the Executive, was made responsible for 
European liaison. The first task will be 
to secure student representation on the 
UEC, and it is estimated that the work 
will mean a two-year stint for Terry 
Webb. 


REVISION COURSES 
FOR FINAL EXAMS 


EALING TECHNICAL COLLEGE has recently 
announced its intention to hold a five 
weeks' revision course for the Part I 
Final examination of The Institute of 
Chartered Accountants in England and 
Wales. This course will commence on 
February 28th and end on March 3oth. 
In addition, it is intended to hold a 
similar course for both Finals Part I and 
II of the November 1972 examination. 
This course is to commence in the early 
part of September 1972. 

For those students who successfully 
completed the recent full-time course at 
Ealing Technical College, it is proposed 
to hold an introductory course covering 
Parts I and II of the Final examinations. 
This would be followed by a period of 
directed home study supervised by the 
College, with question papers and marked 
answers, and would culminate in an 
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eight weeks’ intensive pre-examination 
revision course in September—October 
1972. 

Further details are obtainable from the 
Head of the School of Management at 
Ealing Technical College, London W5 
5RF. 


EXAMINATION CENTRES – 
POOR RESPONSE 
PortsMouTH CASS claims to be the 
first Society to reply to the Institute's 
circular dated August 24th, dealing with 
the adequacy and locations of examina- 
tion centres. Despite a reminder sent to 
all societies last month by ACASS, the 
response, to put not too fine a point on it, 

has been pitiful. 

Ian Dalzell, a.c.a., a member of the 
Services Board of ACASS, who is 
dealing with the matter of examination 
centres, would welcome comments from 
individual students who should write to 
him at 185 Westminster Road, More- 
cambe, Lancashire, without delay. Stu- 
dents are also asked to submit their views 
on the subject to the Institute. 


NOTTINGHAM VOTE 
TO JOIN EEC 


“THE accountant in Europe’ was the 
theme of a joint meeting held recently 
by the Nottingham CASS and the 
senior society. Attended by 25 students 
(but only two from the senior society !), 
the meeting was presided over by Mr 
С. W. Bingham, T.D., Е.С.А., chairman 


of the senior society, and the main 





Christopher Balding, treasurer of the 
Reading Branch of the London CASS, 
obviously enjoying himself at the 
Branch's annual dance held earlier this 
month at the White Hart Hotel, Sonning- 
on-Thames. The evening was a great 
success, and members and their guests, 
including a number from other profes- 
sions in the area as well as London, 
danced until the early hours to a local 
group and the sounds of the Chymes 
discotheque aided by Chris Windsor, 
a DJ from Radio Caroline. 

The event marked yet a further 
achievement in the Branch's desire to 
consolidate relationships not only among 
its own members but also with members 
of other professions. 
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speakers were Mr C. W. H. Morton, 
F.C.A., of Pannell Fitzpatrick & Co, and 
Mr Н. C. Edge, r.c.4., of Raleigh In- 
dustries. Their talks were followed by a 
lively and long discussion period after 
which a vote showed that the majority, 
with only one against, thought that 
accountants would be better off through 
Britain joining the EEC. 


TAVERNERS' NEW 
COMMITTEE 


Davin DICKENS, A.C.A., was elected 
chairman of The Taverners at their 
recent annual meeting. Other officers for 
1971-72 are Roddy Shire, A.C.A., secre- 
tary, and Simon Cowley, treasurer. 
Any correspondence in future may be 
addressed to The Taverners, c/o Simon 
Cowley, Whitelands House, Kings Road, 
London SW3. 


SOUTHAMPTON TURN 
THE CORNER? 


DesPITE an appalling record of football 
match losses earlier this season, sufficient 
to depress the most optimistic player, 
Westwood United, the Southampton 
CASS football team, are at last achieving 
some measure of success. 

They have now played two league 
games. In the first, they soon raced to 
a 4-2 lead, but then momentarily found 
their previous form and lost 7-4. 
Undaunted, they pulled out all the 
stops in their next match and won their 
first league game of the season by 5-3. 

The team is still anxious to recruit 
good players and those members of the 
Society interested should contact Keith 
May, 17 Wilton Crescent, Upper Shirley, 
Southampton. Telephone 74216. 


LETTER TO ROUNDABOUT 


Tackling Defeatism 


Sir, — Rather hastily a few weeks ago I 
raised this hare. Since then, from officially 
inspired sources, enough smoke has been 
generated to kipper a few red herrings 
and obscure the issue completely. 

The climate in which student society 
groups have to thrive has changed com- 
pletely, and although I have the greatest 
admiration for the hard work put in by 
Mr Rosenberg and his friends, this of itself, 
is not enough. What is needed at this 
moment is new thinking, initiative and 
salesmanship. 

But I fear the mule is very stubborn. 
Again I have torn up a long reply; again 
I mutter ‘mea non culpa’ and again I 
retreat into my shell of ignominious 
anonymity. x 

I cannot fight aggressive inactivity, but 
I shall continue to pity the neglected, 
if rather unresponsive students who are 
so unconstitutionally denied their rights. 


Yours faithfully, 


Ilford, Essex. MAX WATSON. 
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Notes 
and 
Notices 


PROFESSIONAL NOTICES 


Brrp Роттек & Co, Chartered Ac- 
countants, of 38 Cannon Street, London 
EC4 and Midhurst, Sussex, and WINDER 
& Lrovp, Chartered Accountants, of 
тод Gloucester Place, London М1 
announce that on January 156, 1972, 
their two practices will be amalgamated 
and that the new firm will practise under 
the style of BIRD POTTER WINDER & 
Ілоүр from 109 Gloucester Place, 
London Wt: and Ewen House, Red Lion 
Street, Midhurst, Sussex. Mr L. N. 
WINDER, Е.С.А., and Mr S. A. LLOYD, 
Е.С.А., will retire from the practice of 
WINDER & Ілоүр on December 31st, 
1971, but their services will continue to 
be available in a consultative capacity. 
Mr W. T. HORSFALL, V.R.D., F.C.A., and 
Mr C. PEARSON, Е.С.А., will also cease to 
be partners in WINDER & Lrovp on 
December 31st, 1971, and will be de- 
voting the whole of their time to their 
separate practice carried on in the name 
of SuEARD VICKERS & WINDER from 34 
Castle Street, Liverpool 2. 'The partners 
in the new firm of BIRD POTTER WINDER & 
Lrovp will accordingly be Messrs J. К. 
MACRAE, B.A., Е.С.А., D. J. №. MORGAN, 
F.C.A., К. С. DARKE, M.A., F.C.A., B. J. A. 
LOWE, M.A., Е.С.А., E. J. К. HOLDER, 
F.C.A., F. N. GOODALE, F.C.A., G. PROSSER, 


B.SC.(ECON.) Е.С.А., and С. BURTON, 
F.C.A. 
ScaTTERGOOD, DRINKWATER & Co, 


RICHEY & DRINKWATER, Chartered Ac- 
countants, announce that as from January 
Ist, 1972, Mr KENNETH D. BARTLETT, 
A.C.A., will join the firm as a partner. 


JOHN FOORD & 
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SHINDLER, GORDON, BryANT & Co, 
Chartered Accountants, announce that 


their West End offices are now at 76 
Grosvenor Street, London W1X oHT. 


THORNTON Finney & Co, Chartered 
Accountants, of Liverpool, announce 
that Mr C. D. С. COoLTART, А.С.А., а 
senior member of the staff, has been 
admitted to the partnership of THORNTON 
Finney & Co, and Associated Partner- 
ships, THORNTON & Co and FINNEY & 
Son on December 156, 1971. 


APPOINTMENTS 


Mr R. C. Bedford, F.c.a., has joined 
the board of The National Cash Register 
Co. 


Mr Colin Hennessy, A.C.A., previously 
with stockbrokers Pidgeon & Co, has 
joined the board of Coyne Investment 
Management. 


Mr J. E. Ibbotson, Е.С.А., has become 


financial director on the main board of 
the Whessoe group of companies. 





Mr J. E. Ibbotson 


Mr D. Stroud 


Mr Dennis Stroud, Е.С.С.А., has been 
appointed managing director and chief 
executive of the Central Wagon group of 
companies. 


Mr A. P. B. Jones, Е.С.А., has been 
appointed finance and administration 
director of U.G. Tableware, a member 
of the United Glass Group. 


Mr J. К. Latham, A.c.w.A., has become 
financial director on the main board of 
Mace, Rainbow & Stone. He will retain 
his directorship of Knitting Mills and his 
secretaryship of the company and its 
subsidiaries. 


Mr J. L. Robinson, A.C.A., financial 
controler of Greengate & Irwell, the 
Northern divisional holding company of 
the Allied Polymer Group, has been 
appointed a non-executive director of 
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P. B. Cow (Industrials), and Mr G. R. 
Chandler, A.C.A., formerly with Deloitte 
& Co, has been appointed chief account- 
ant of P. B. Cow & Co, the Southern 
divisional holding company. 


Mr G. Temple, В.А., А.С.С.А., has 
become factory services accountant at 
Lever Brothers, Port Sunlight. 


Mr Andrew Thomas, Е.С.А., has been 
appointed a non-executive director of 
Greenall Whitley & Co. 


Mr С. A. Trew, F.c.A., has been ap- 
pointed accountant (management audit), 
of the Legal & General Assurance 
Society. 

Mr David Wharrie, F.C.A., has been 
appointed to the board of AGB Research 
as financial director with effect from 
January 15. 


IN PARLIAMENT 
Taxation and Social Benefits 


Sir B. Кнүѕ WiLLIAMS asked the Chan- 
cellor of the Exchequer if he will publish 
a Green Paper containing proposals for 
the reform of personal taxation and 
social benefits; and what arrangements 
he will make for consultations on the 
subject. 

Mr BanBER: І am very well aware of 
my hon. friend's interest in this matter, 
but I have no statement to make at 
present. 

Hansard, November 23rd, 1971. Writ- 
ten answers, col. 297. 


House Mortgages: Tax Relief 


Mr Носн Jenkins asked the Chancellor 
of the Exchequer how many persons 
receive income tax relief on house mort- _ 
gages; and how many of these on more 
than one house. 

Mr PATRICK JENKIN: About five mil- | 
lion. It is not possible to say how many 
have mortgages on more than one house. 

Hansard, November 29th, 1971. 
Written answers, col. 28. 


Solicitors’ Accounts 


Mr ARTHUR Lewis asked the Attorney- 
General whether he will introduce legis- 
lation to ensure that solicitors should 
produce and submit accounts to chartered 
accountants. 

The ATTORNEY-GENERAL: Legislation 
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‘requiring solicitors’ accounts to be 
annually examined by qualified account- 
ants has been on the statute book for 
:; over 30 years. 
Hansard, December 10th, 1971. Writ- 
ten answers, col. 399. 


: PART-TIME DEGREE COURSE 
IN BUSINESS STUDIES 


O There has, particularly over the last 
twelve months, been a significant in- 
.— erease in the number of CNAA part-time 
__ degree courses. However, of the 30 or 
| во courses, only Enfield College of 
.. "Technology caters for a part-time CNAA 
| degree in business studies. 

_ This course is primarily aimed at the 
practising businessman, administrator 
< or local government employee who 
|. wishes to obtain a sound academic basis 
for his approach to modern problems 
| .and techniques in his field. 

C Part I subjects include economics, 
< mathematics and statistics, behavioural 
science, accounting and law. For Part П, 
there is a choice of one subject from 
| manpower studies, marketing studies, 
"accounting and finance, services to 
management and public administration. 
~ "The sandwich pattern over the four or 
five years' duration of the course is as 
follows: three years’ part-time study for 
Part I, followed by two years’ part- 
time or one year's full-time study for Part 
IL. Part-time study is arranged over 
either three evenings, one half-day and 
| "two evenings, or one full-day and one 
evening per week. 




















LIFE ASSURANCE IN 
FINANCIAL PLANNING 


'The London and District Society of 
Chartered Accountants are holding a 
residential course on "The use of life 
| assurance in financial planning’ at the 
Hotel Metropole, Brighton, from 
-January 20th-22nd. The course may be 
attended by accountants, solicitors and 
life assurance brokers, and it is hoped that 
exchange of knowledge between the dif- 
"ferent professions will result in the 
| maximum benefit to all participants. 
Under the chairmanship of Mr Е. A. 
__ Bevis, M.A, LL.B., A.C.A., ATLL, speakers 
- will include Mr W. Lundie, C.A., F.F.A., 
of the Scottish Amicable Life Assurance 
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Society, Mr Iain Stitt, A.C.A., F.T.LL, of 
Arthur Andersen & Co, and Professor 
С. S. A. Wheatcroft, | w.A.(OXON.), 
F.B.LM., Emeritus Professer of Law, 
University of London. Subjects of 
lectures and discussions will cover as- 
pects of life assurance in relation to taxa- 
tion, estate duty and trusts, 'provision 
and protection’, pensions for the self- 
employed, and saving and investment. 
Fee for the course is £42, including 
accommodation, meals and course notes, 
and applications should be made to the 
Assistant Secretary, London and District 
Society of Chartered Accountants, 56 
Goswell Road, London ЕСІМ 7AY. 


INVESTING CAPITAL iN ITALY 


Pertinent to the prospective entry of the 
United Kingdom into the European 
Economic Community is the publication 
by Credito Italiano of a booklet entitled 
Useful Information for Investiag Capital 
in Italy. As the expansion of foreign 
capital investment in Italy has given rise 
to frequent requests for information by 
foreign banks, companies and firms, the 
object of this publication is to supply in a 
simple and comprehensive form the 
necessary information on the subject. 

The first part of the work gives an 
overall picture of the structure of the 
Italian economy and there follows in- 
formation on the general regulations 
governing companies. A series of ap- 
pendices contain the various laws re- 
lating to the investment of foreign 
capital in Italy. Copies of the booklet 
may be obtained, free, from Mr G. B. 
Petronio, Credito Italiano, 158 Fenchurch 
Street, London EC3M 6A]. 


SECRETARIES' CHRISTIAN 
FELLOWSHIP 


Mr Alec Povey, A.C.C.A,, A&C.LS., will 
introduce the subject of "The Christian 
in business' at a meeting of The Secre- 
taries’ Christian Fellowship on January 
14th, at Bridewell Hall, Eccleston Street, 
Victoria, London SW1, starting at 6.30 


т. 

Full details of all Fellowship meetings 
may be obtained from the honorary 
secretary, Mr J. M. Barnes, a.c.1.s., c/o 
National & Grindlays Bank Ltd, 23 
Fenchurch Street, London EC3M 3DD. 
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GUIDE TO THE COMMON 
MARKET 


A 48-page booklet, Factual Guide to the 
Common Market, has been published by 
the Midland Bank and is being dis- 
tributed to bank customers and others 
whose business is likely to be significantly 
affected by British membership of the 
EEC. 

'The booklet was specially prepared in 
anticipation of Parliament voting in 
favour of joining the Common Market. 
It sets out in a straight-forward manner 
the basic facts about EEC, the agreement 
with the United Kingdom and the broad 
implications for the future. It also covers 
the wide range of services which the 
Midland can offer to businessmen trading 
with Europe and the rest of the world. 

Two features of special interest are 
a map of the world showing existing and 
potential relationships between other 
countries and the EEC and diagrams 
illustrating the time-tables agreed for the 
transitional period. 

Copies can be obtained from any 
branch of the Midland Bank or from the 
Panel for Overseas Trade Development, 
Midland Bank Ltd, Overseas Branch, 
бо Gracechurch Street, London EC3P 
3BN. 


‘EXTENDER’ 


The solution to the crossword ‘Extender’, 
compiled by Kenneth Trickett, F.c.a., 
which appeared in last week's issue is as 
follows: 





'The seven interconnected words were all 
obsolete English coins. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
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Outlook for the Professio 


FL upon the professional scene in 1971 have been dominate 
by prospective British membership of the European Econor 
Community, and the consequences for the accountancy profession witl 
the United Kingdom. As we predicted in our issue for July rst, Britain 
membership is for all practical purposes assured, and the intervenin, 
months will be best devoted to considering the adjustments — not all f 
them easy — that must be made to British ideas and institutions, — 

Needless to say, it was this thought which also dominated last October 
International Study Conference of the Union Européenne des Exper. 
Comptables, Economiques et Financiers (‘UEC’) on the theme of ‘Th 
development of the accountancy profession and practice in Europe i 
the 1970s’. One important feature which emerged from the conferenci 
papers was the mutual obligation, under the Treaty of Rome, for EE 
member-states to work towards the mutual recognition of profession: 
diplomas and practice rights. At present there are wide differences bot 
in standards and in restrictions on freedom to practise in certain jui 
dictions which savour more of xenophobia and protectionism than « 
any legitimate concern for the public interest. Another feature was. the 
development of a draft statute for the ‘European company’, canvassed 
in various forms since 1959, and which — with the co-operation of th 
European Community Information Service, amongst others — we У 
able to feature in our issue for December gth. 

At home, the early part of 1971 was marked by the postal works 
strike which dragged on for some seven weeks, highlighting not only th 
difficulties of the Post Office (in controlling and operating, simultaneous! 
a labour-intensive mail service and a capital-intensive telecommunicatit 
network) but also the ingenuity of the business community in evolvin: 
means of doing without the affected services. As London Transpo 
discovered in 1958, a proportion of traffic lost in such circumstances | 
seldom regained, and it has been officially admitted that in some areas 
the level of postal business will be lower. Mercantile interests, of cours 
had established their own channels of communication and representation 
long before a general postal service was recognized as a practical possibility. 

Decimalization of the United Kingdom currency was successfully 
accomplished between February 15th and August 31st, almost a year 
ahead of schedule. The speed of effective change-over was largely dete 
mined by the detailed advance planning of the banks, nationalized in 
dustries and many local authorities, who ‘went decimal’ from the outset 
and whose influence and example were largely responsible for the virt 
disappearance of the old 1d and 3d coins from circulation in a matte 
of weeks. Many smaller businesses were suspected of using the postal strike, 
with its necessarily reduced number of transactions, as a convenient if 
unofficial interregnum in which to prepare for D- -day. о E 

Inflation, and more particularly its recognition in published accounts, 








has continued to be a live issue for the profession through- 
. out 1971. The Accounting Standards Steering Committee, 
before committing itself to the issue of an exposure draft 
. which would inevitably prove controversial in any con- 
_ ceivable set of circumstances, initiated informal discussions 
- with a wide variety of other interests, including government 
.. departments, the CBI, the London Stock Exchange and the 
. City Take-over Panel. It subsequently issued the discussion 
paper, Inflation and Accounts (The Accountant, September 
and), just in time to meet the September summer con- 
ference of the English Institute at Churchill College, 
Cambridge, on ‘Inflation - the accounting and social 
implications’. 
_ Speaking earlier this month at the annual dinner of the 
xeter & District Society of Chartered Accountants, 
the Vice-President of the English Institute, Mr E. K. 
. Wright, M.A., F.c.A., defined inflation as a ‘confidence 
. trick’ by society upon those dependent on fixed incomes, 
and warned his audience to be on their guard ‘in a time of 
financial spivvery'. There have also been some contro- 
versial offerings in our own columns, with which that 
indefatigable warrior, Mr Jack Clayton, F.c.a., has been 
prominently associated. 
Inflation accounting is not the only aspect of the ASSC's 
ctivities which provoked controversy in 1971. Though 
Ds 1 and 2, relating respectively to associated companies 
and disclosure of accounting bases, have attained the 
dignity of Statements of Standard Accounting Practice 
during the year, the former at least has been received with 
less than universal accord by those companies whom it 
. seems most likely to affect. ED 3, on merger accounting, 
| proved more contentious than its predecessors, and it has 
^. not yet been made known to what extent, if at all, the 
| conflicting views can be reconciled. Moreover, the whole 
| concept of mandatory accounting standards has prompted 
mutterings from the legal profession (The Accountant, 
. October 21st) on the general theme of 'attempting to 
carry out a form of legislation which more properly should 
have been left to Parliament’. 
~- We scarcely need to recapitulate the events which led 
. up to the 1969 Statement of Intent and the subsequent 
| formation of the ASSC ~ with which, we are glad to note, 
The Association of Certified Accountants and The Institute 
.. of Cost and Works Accountants are now associated as full 
members. It is scarcely to be expected that the ASSC, with 
five-year programme of work in hand, should be deflected 
at the outset from its expressed, and indeed laudable, aim 
of narrowing the permissible areas of difference in ac- 
counting practice. We trust that all interested parties will 
continue to make the fullest use of the opportunity to 
)mment on successive exposure drafts as they emerge, 
so that future definitive standards may be based on the 
_ broadest foundation of authoritative opinion. At the same 
time we urge those who find themselves unable to support 
the ASSC's views to criticize constructively, rather than 
to Seek to undermine the authority of one of the most 
significant professional developments of the last 30 years. 
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'The need for an authoritative and competent accountancy 
profession has been amply demonstrated by the re- 
percussions of the Pinnock Finance report in the company 
having had, in the words of Mr Nicholas Ridley, Parlia- 
mentary Under-Secretary for Trade and Industry, ‘an 
able auditor who resigned rather than give a qualified 
report, a negligent auditor, and an auditor with insufficient 
experience to compete properly with the work he took on’. 
Despite its obvious and understandable dissatisfaction 
with the auditors in this case, the Government has main- 
tained its view that it is primarily for auditors to satisfy 
themselves about the books of a company, and to report 
if they are not so satisfied; officials could not possibly 
take over the work of auditors in this or any similar field. 

Other notable failures which have attracted considerable 
attention in 1971 were the collapse of the Vehicle and 
General Insurance Company, in circumstances leading to a 
conflict of opinion between two eminent accountants as 
to the adequacy of the company’s margin for unexpired 
risks (The Accountant, October 14th) and in which the 
DTI has yet to explain its lamentable failure to exercise 
adequately the considerable powers entrusted to it by 
Parliament; the Inspectors’ first report into the affairs of 
Pergamon Press Ltd, and the subsequent litigation; and, 
in Australia, the Pacific Acceptance case, demonstrating 
once again that the strength of a chain remains that of its 
weakest link. 

An encouraging feature of the United Kingdom scene 
in recent weeks has been evidence of a revival of interest 
in a possible re-grouping, federation, amalgamation or 
integration of the existing number of professional societies. 
In recent weeks, our columns have drawn attention to the 
close measure of common interest which exists between this 
body of accountants and that; and whilst we hesitate to 
predict either the method or the date, we are emboldened 
to repeat the view which we expressed in August 1970, 
that at some future date and in a manner not yet envisaged, 
rationalization of the profession’s structure must come. 

Mention of professional integration inevitably calls to 
mind the sudden and untimely death, last February, of 
Sir William Lawson, С.В.Е., B.A., F.C.A., a Past-President 
of The Institute of Chartered Accountants in England and 
Wales, and principal architect of the scheme of integration 
which, in 1957-58, brought the membership of the former 
Society of Incorporated Accountants into the three char- 
tered institutes. Though Sir William had retired from 
professional practice in 1966, he was still engaged on 
important work for the Government up to the time of his 
death; in the words of his friend and former partner, Sir 
Anthony Burney, O.B.E., B.A., F.C.A., his many colleagues 
and friends will miss his wise counsel and advice. 

The circumstances in which this articke is written should 
suggest to the profession that 1972 will be a year of challenge 
and of opportunity, in which accountants should look 
forward rather than back. In this they may rely through 
the 1970s, as did their forefathersin the 1870s, on the 
support and authoritative guidance of The Accountant. 
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Advice to the Chancellor 


IRST in the line for the Chancel- 

lor’s attention in framing his 1972 
Budget are the representations of the 
Institute of Taxation, who are cer- 
tainly guilty of the understatement of 
all time in saying that ‘It is unrealistic 
to expect taxpayers to produce ac- 
counts and records of their affairs 
stretching back to an era when Stanley 
Baldwin was Prime Minister and the 
standard rate of income tax was 45 9d.’ 
With this in mind, the Institute 
suggests a thorough review of the 
present back duty provisions, and in 
particular an end to back duty assess- 
ments beyond the maximum period 
of 18 years permitted by section 37 
of the Taxes Management Act 197c. 

'The Institute is equally emphatic 
in its reference to anti-avoidance 
provisions which are 'too far-reaching 
and incapable of being construed 
easily and consistently’; and it re- 
commends that ‘in all cases where 
there is anti-avoidance legislation of a 
far-reaching and onerous character, 
there should be included clearly 
drawn and easily operated provisions 
for the taxpayer to obtain clearance’. 
This applies in particular to sections 
460, 487 and 488 of the Taxes Act 
1970. It also calls for repeal of the 
criminal penalty provisions in section 
482. 

Form Рат) has been with us now 
for long enough to have become almost 
an article of faith with the Inland 
Revenue, despite the constant and 
entirely reasonable flow of represen- 
tations at least for some increase in 
the present totally unrealistic starting 
point of /2,000. It will be remembered, 
further, that a form is required in any 
event for any 'director' whatever his 
rate of pay. The Institute of Taxation 
clearly has no patience with this 
Pavlov-like reaction, and suggests 
that companies should not be obliged 
to submit forms Pr1D in the case of 
directors whose remuneration, if it 
had accrued to employees, would not 
have required the submission of such 
a form. 





Other recommendations made to 
the Chancellor include allowances for 
capital expenditure incurred in pol- 
lution control; extension of the 'roll- 
over' provisions of section 33 of the 
Finance Act 1965 to non-trading 
bodies; and an increase in the present 
scale of relief for life assurance, which, 
it is said, is ‘a form of saving which 
could be more strongly encouraged 
than it is at present’. 


Accountant Members 
of Airways Board 


ROFESSOR Sir Ronald Edwards, 

K.B.E., D.SC.(ECON.), F.C.C.A., has 
been appointed to membership of 
the British Airways Board recently 
established by the Government to 
control the strategic policies of BOAC 
and BEA. Mr D. H. Glover, C.B.E., 
Р.С.А., the present financial director 
of BOAC, also becomes a full-time 
member of the Board, and will 
resign his present appointment. 

Establishment of the Board, under 


Mr D. H. Glover 


the chairmanship of Мг David 
Nicholson, with the brief by the 
Government to investigate a possible 
merger of BOAC and BEA, followed 
the report of a committee under Sir 
Ronald Edwards's chairmanship in 
May 1969 

The first meeting of the new Board 
is to be held on January roth. Other 
members include the present chair- 
men of BOAC and BEA, Mr Keith 
Granville and Mr Henry Marking, 
together with their managing direc- 
tors Mr Ross Stainton and Mr 
Kenneth Wilkinson 


Sir Ronald Edwards 
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Disclosure Requirements 
Relaxed 


ELAXATION of the disclosure 

requirements of the Companies 
Acts as affecting the smaller company, 
foreshadowed by the Government 
in their acceptance of the Bolton 
Report (The Accountant, November 
rith and 18th) has now been im- 
plemented by the Companies (Ac- 
counts) Regulations 1971. With effect | 
from February 7th, 1972, companies 
other than holding ог subsidiary 
companies will be exempt from the 
requirement to disclose turnover where 
this does not exceed /250,000 (for- 
merly £50,000) in the period covered 
by the accounts. Similarly, particulars 
of the emoluments of individual direc- 
tors need not be shown where the 
aggregate amount does not exceed 
£15,000 (formerly £7,500). 

In the words of Mr John Davies, 
M.B.E., Е.С.А., J.DIP.M.A., Secretary 
of State for Trade and Industry, ‘the 
result of these changes will be a 
large reduction in the number of 
companies required to disclose this 
information’. The regulations are pub- 
lished by HMSO as SI 1971, No. 
2044, price 2р (41р including 
postage). 


Customs and 
Excise Report 


MUGGLING, particularly of 

watches, jewellery, tobacco and 
spirits, has continued ‘on a fair | 
scale’, and in some cases at an in- | 
creased level, during the year to 
March 31st, 1971. The annual report | 
of the Commissioners of Customs and 
Excise shows that proceedings were 
taken against over 9,000 individuals 
for such offences during the year, 
resulting in penalties and costs to a 
total of £328,000 and 15 sentences of 
imprisonment — including two doctors 
who received twelve months apiece 
in connection with the smuggling of 
cameras for resale. Amongst the goods 
seized were jewellery to a total value 
of £200,000, and 165,000 cigars, 
together with a number of vehicles 
and boats used for the carriage of 
smuggled goods. 

The Commissioners also have a 
responsibility in connection with the 
import of prohibited drugs, of which 
506 seizures were made in 1970-71, 







including one ton of cannabis and 
214,000 LSD tablets. Penalties for this 
offence are particularly heavy, and 
_ included prison sentences of up to 
..Seven years’ duration and monetary 
. penalties of up to £6,000. 

_ > Net receipts of Customs and Excise 
. during the period covered by the 
` report were approximately £5,136 
million, equivalent to 36 per cent of 
- central government taxation. The yield 
from duties on beer and spirits showed 
| an increase, whilst the contribution 
- from tobacco duties as a proportion 
of total duty was lower than in 1969- 
7o. This is attributed largely to a 
report of the Royal College of Phy- 
..sicians entitled Smoking and Health 
‘Now, which had, in the Commis- 
mers’ words, ‘a markedly depressant 
ect on demand’. 
Copies of the report (Cmnd 4826) 
e 62nd to be issued since amalgama- 
п of the Customs and Excise 
anches in 1909, are available from 
er Majesty’s Stationery Office, price 
1:10. 



























hild Зе ог 
ISS HAYLEY MILLS, the film 
Vistar, has failed in her appeals 
against surtax assessments made on 
her for the years 1962-63 to 1964—65, 
respect of dividends paid by a 
company to trustees of a settlement 
_ made by her father. 
· In 1960, when she was 14, а film 
company had offered her a contract at 
very high remuneration. Her father, 
Mr John Mills, was anxious that the 
_ money should not be squandered, and 
. sought professional advice, as a result 
. of which a comprehensive plan was 
drawn up. A company, Sussex 
Productions Ltd, was set up with Mr 
.. Mills's bank manager and two partners 
па firm of solicitors as directors. The 
ares were allotted to Mr Mills and 
js nominees and he settled them on 
Miss Mills contingently on her at- 
taining 25, with power to accumulate 
the income. 
On.the same day Miss Mills agreed 
ith Sussex Productions Ltd to work 
:clusively for that company for only 
400 per annum, notwithstanding that 
it was then known that a five-year 
. contract with the film company which 
< would produce a minimum of $30,000 
. in the first year was a virtual certainty. 
This contract was duly made and 





















provided for payments rising to 
$75,000 in the fifth year. 

Sussex Productions Ltd thus made 
large profits, most of which were paid 
in dividends to the trustees of the 
settlement who accumulated them. 
The Inland Revenue assessed her to 
surtax on these dividends under 
section 405 (2) of the Income Тах 
Act 1952, on the ground that as it was 
Miss Mills’s earnings which produced 
the profits and therefore the dividends, 
she was a ‘settlor’ (as defined in section 
411) in relation to the settlement made 
by her father. 

The Special Commissioners dis- 
missed her appeals and she appealed 
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to the High Court (Mills v. CIR). 
Dismissing her appeal, Goulding, J, 
said that the judgment of Donovan, 
LJ, in Crossland о. Hawkins (до ATC 
126), obliged him to hold that Miss 
Mills was a settlor in relation to the 
settlement. The service agreement had 
the effect of providing the funds. 

He also accepted the Crown’s 
argument under section 409 that the 
settlement income was income origina- 
ting from Miss Mills, again following 
Crossland v. Hawkins. His lordship 
added that the dividends might also 
have been attributed to Mr Mills, and 
that therefore both father and daughter 
could be assessed concurrently. 





Insolvency 


N ‘exposure draft’ of more generous 
proportions than those of the 
Accounting Standards Steering Com- 
mittee was issued recently by the 
Scottish Law Commission. Insolvency, 
Bankruptcy and Liquidation in Scotland, 
the report of a working party of the 
Commission, is published for comment 
by interested parties by March 31st next. 
It is noticeable from the outset that 
the working party preserve the dis- 
tinctive terminology of Scottish law — 
whose historical development followed 
different lines from that of English 
law — and makes no recommendation 
to harmonize the forms and pro- 
cedures of the two countries. The 
practitioner, and possibly even the 
disappointed creditor, from south of 
the border thus finds that, for in- 
stance, 'the term "bankruptcy" has 
no precise technical significance in 
Scotland and is often used indis- 
criminately in relation to insolvency, 
notour bankruptcy and the judicial 
process of sequestration’, There are, 
likewise, a number of Scots technical 
terms with no exact English equivalent. 
One of the working party’s prin- 
cipal recommendations is that a new 
system should be provided which 
would enable a trustee to be appointed 
in all bankruptcies even where the 
debtor’s assets are insufficient to meet 
a private trustee’s fees and disburse- 
ments. In most cases the costs and 
remuneration of the trustee would be 
provided for out of the bankrupt’s 
estate, but where the assets are not 


in Scotland 


sufficient to meet these, the working 
party recommend that such costs and 
remuneration should be met out of a 
fund set up by the state. 

The working party also consider 
that it is desirable to retain a simple 
process whereby an insolvent debtor 
can effect the objects of a trust deed 
for behoof [522] of creditors, but that 
this process should be contained 
within a statutory framework which 
provides adequate safeguards for the 
interests both of the creditors and the 
debtor. They therefore propose that 
the existing method of trust deeds by 
private arrangement should be re- 
placed by a system of voluntary 
bankruptcy, initiated by the insolvent 
party voluntarily executing a 'de- 
claration of insolvency’. 

Other recommendations are that the 
requirement of a bond of caution 
should be retained in the case of the 
creditors’ bankruptcy procedure only 
and that the summary sequestration 
procedure should be abolished. They 
also recommend that the present 
series of enactments dating from 1772 
should be re-stated in a single statute, 
and that ‘notour bankruptcy’ should 
now be known as ‘public insolvency’. 

Insolvency, Bankruptcy and Liquid- 
ation in Scotland jis available from 
the secretary of the Scottish Law 
Commission at Old College, South 
Bridge, Edinburgh EH8 gBD. The 
accountancy representatives on the 
working party were Mr C. R. Munro, 
С.А., and Mr D. С. Slidders, c.a. 
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Association's Education 
Officer 


ISS JESSICA CLOUDESLEY, 
B.A., has been appointed an 
Education Officer of 'The Association 
of Certified Accountants and will 
share responsibility for this important 
field of activity with Mr Gerrard 
Barnes, M.A. Miss Cloudesley, who 
graduated in modern languages at 
Bedford College, London University, 
is tri-lingual and owes this useful 
accomplishment to the fact that she 
was educated partly at a French 
school in Italy, and partly at St 
Paul's Girls' School in London. 
For some years Miss Cloudesley 
has been Librarian of the Association 
and she has built up the Library from 


g 





a small collection of books into its 
present extensive form, as well as 
adding to and greatly expanding 
library services. She also compiled 
the printed subject catalogues and 
lists and was responsible for the 
planning and organization of the 
Library and Members’ Reading Room 
in their present quarters at 23 Bedford 
Square. 

Miss Cloudesley’s outside interests 
are unusual for she has been respon- 
sible for the simultaneous translation 
from the Italian for several World 
Theatre Seasons at the Aldwych 
Theatre. She has also been com- 
missioned to translate Italian plays 
into English and has been an Assistant 
Editor of Gambit, the international 
drama review. Among her hobbies she 
lists judo and phptography. 

The successor to Miss Cloudesley 
as Librarian will be Miss Sylvia A. 
Teat, A.L.A., who takes up her duties 
on January rst. An Associate of the 
Library Association since 1964, she 
has had wide experience in a number 
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of organizations, including the Royal 
Institute of British Architects, and 
has been in charge of the libraries 
and information services of two large 
firms. 


A Case for Mergers 


VER since the trend to amal- 

gamations and mergers of com- 
panies began — as far back as the 
1880s — both in Britain and the USA 
governments have viewed the develop- 
ment of what the critics have referred 
to as ‘monopoly capitalism’ with 
some concern. Since early in this 
century in the USA and more re- 
cently in Britain, legislation has been 
enacted with the object of controlling 
the drift towards concentration in 
industry. 

It is widely, if not generally, ac- 
cepted that the modern corporation 
with its control divorced from owner- 
ship should be subject to some control 
by the government. In a pamphlet 
from the Industrial Educational and 
Research Foundation, Truth and 
Myth in Modern Corporate Theory, 
Professor Henry G. Manne of the 
University of Rochester, NY, argues 
that such intervention is not in the 
best interests of the public. 

In his opinion the prevention of 
take-overs very often protects in- 
efficient managers. He asserts that 
every attempt to stop a merger is also 
a direct interference with the func- 
tioning of the market for corporate 
control. This view is based upon the 
argument that there is no objective 
standard of managerial efficiency, 
hence it is necessary to fall back upon 
the stock-market within which it 
becomes possible to trade in the control 
of assets. When these corporate assets 
are being inefficiently employed, the 
stock-market price of control will fall 
and thus encourage those who believe 
they can deploy those assets more 
profitably to try and acquire control 
through the market. 

This view is not without founda- 
tion in fact. It has been said that Mr 
Clore, in the early days of his career, 
did more to stimulate British man- 
agement than any of the legislation 
enacted to encourage economic 
growth! There is no question that the 
stimulus of competition and the 
threat of being bought out can work 
wonders for some managements. 
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Professor Manne may also be right 
when he criticizes the acceptance by 
left-wing critics of the findings of 
Bearle and Means (The Modern Cor- 
poration and Private Property) wherein 
it was presaged that there was fun- 
damental tendency towards industrial 
concentration. He contends that the 
concentration ratios in the United 
States are the same now as they were 
in 1900, but it could just as well be 
argued that this is in some part 
attributable to the anti-trust legis- 
lation which has prevented industry 
pursuing its natural inclinations. He 
contends, too, that the full disclosure 
laws administered by the Securities 
and Exchange Commission regulating 
take-over activities have ‘primarily 
served to raise costs for those out- 
siders who would compete for control 
of corporations’. 

Professor Manne has written a 
useful paper which serves as a re- 
minder that the imposition of con- 
straints upon a market economy has 
disadvantages as well as advantages. 
It is the good old problem of trying to 
get the best of both worlds; govern- 
ments so often believe they can. 


Aid for the Professions 
in the Commonwealth 


S a sequel to the Commonwealth 

Prime Ministers’ meeting of July 
1965, the Commonwealth Foundation 
was established ‘to administer a fund 
for increasing interchanges between 
Commonwealth organizations in pro- 
fessional fields’ in the developing 
territories. As a working definition of 
‘profession’, the trustees of the Found- 
ation adopted ‘the recognition of 
fitness through adequate approved 
qualifications, the discipline and con- 
trol of the organization, and the 
permission to practise through some 
form of registration or licensing’. 
This definition, as the report says, is 
as acceptable as any other, and indeed 
more acceptable than most. 

Apart from this definition, the 
trustees, in their own words, launched 
forth ‘on unchartered seas under a 
flag of convenience labelled prag- 
matic elasticity’. Policy, procedures, 
rules and regulations have evolved 
through a process of trial and error. 
Occasionally — and generally for 
reasons beyond the Foundation’s con- 
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. trol ~ an individual award has not been 
taken up. In rare cases a beneficiary 
has failed to report on his experiences. 
SA few grants have been heavily 
underspent; and there have also been 
Occasions where the trustees have, on 
"reflection, murmured ‘never again’; a 
more detailed specification of this 
_ last-named category might have been 
_ of interest. 

Аз noted in a leading article in The 
- Accountant recently, accountancy has 
long been established and well- 
recognized as an international pro- 
fession; British accountants have 
played a significant part in the de- 
. velopment of the profession in other 
- countries, and the recognized bodies 
. of accountants within the United 





wide variety of overseas ventures and 
regional groupings. 

From the Foundation's total of 
£1,392,562 grants paid or committed 
up to the date of the report, the 
£23,790 participation of the ac- 
countancy profession is comparatively 
modest. The bulk of this latter amount, 
a little under £20,000, has been 
applied to fund three-year lectureships 
in accountancy in the universities of 
the West Indies and the South 
Pacific. Other payments have been 
made to subsidize the travel expenses 
of Commonwealth accountants at- 
tending regional and international 
gatherings. 

In the words of the report, the trust- 
ees’ current order of interest (though 
not as firm priorities) is as follows: 
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(1) support toward the creation of 
Commonwealth-wide professional 
associations and national profes- 
sional centres; 

(2) encouragement of new national 
professional societies; 

(3) grants for attendance at con- 
ferences within the Commonwealth ; 

(4) encouragement of regional pro- 
fessional seminars; 

(5) grants to younger professional 
men and women for short overseas 
study and refresher courses; 

(6) increasing attention to newer pro- 
fessional areas or fields of activity as 
yet barely covered. 


Copies of the report, The Common- 
wealth Foundation — The First Five 
Years, are available from the Founda- 
tion at Marlborough House, Pall Mall, 
London SWi1. 





. Kingdom are active participants in a 





. THIS IS MY LIFE 


Unsophisticated 
Approach 


by An Industrious Accountant 





Se HEN the secretary of our local accountants’ society 
. VM V telephoned to invite me to become a member of 
-the annual dinner committee I felt rather flattered. True, 
_ was probably a routine matter to arrange this year's 
event, but several of the present committee were com- 
paratively young, so they presumably wanted some 
. experienced advice. A hint or two about the choice of 
| wines, for example, or some quiet pressure to abandon the 
eternal turkey-and-ham main course or to shorten the 
|. speech toasting the guests, might be appreciated. . . . 

_ ‘The secretary said warmly that he was so glad I'd agreed. 
Неа hated to bother me, but Archie and John were out of 
town, and Bill had appendix trouble, so really he'd been 
"at his wits’ end. 

> Somewhat deflated, I attended the first meeting. The 
< chairman was quite a decent old ex-Army chap, so natur- 
< ally he liked to do the talking himself, and at first nobody 
. elsegot a word in. Indeed, he'd practically approved the draft 
. menu without consulting us, and was beefing away about 
< the 40 pence increase on last year's price, before I could 
_ intervene. 

I suggested omitting the fish course, which is usually a 


A volume of selected episodes from 'This is 
My Life’ is now available from Gee & Co 
(Publishers) Limited, 151 Strand, London 


WC2R 1JJ. Price £1:15 (plus 7p postage and 
packing). 





pointless little blob of unidentifiable material drowned in 
thin sauce, and which wastes a surprising amount of time 
and money. He disagreed. Indeed, he had the cheek to tell 
us we should understand that a formal dinner without a 
fish course just wasn't done if we wished to maintain our 
prestige as a body of accountants. 

At that point the representative of the articled clerks, 
a be-sweatered young man with curly hair, said bluntly 
what he thought about all this formality, All this dressing- 
up was obsolete. Why not wear plain lounge suits, which 
would help chaps who mightn't own tuxedos anyway? 
Why look like a load of penguins? Why not get with it? 

The chairman flushed a dull maroon colour at this 
unccuth effort to lower our traditional standards, and only 
just refrained from having the defaulter given three days’ 
confinement to barracks. Curly, finding himself in a 
minotity of one, subsided unabashed, and a spectacled 
member interrupted to ask who were the speakers. Last 
year's crowd had rambled on interminably, he said; he 
wanted to suggest a five-minute limit for each speech, 
excluding the guest of honour. 

‘The chairman took this suggestion jovially, saying that 
he'd just like to think it over; after all, some jolly good 
entertainment would come in between the speeches. Curly 
intervened to assert that last year's entertainment was 
appalling; songs a hundred years old, and a tenor who 
squeaked! Now his guest had a guitar, and would be 
quite willing, free of charge naturally. . . . 

‘Three members interrupted at this stage, only one of 
them being polite. Voices were raised. Curly scored by 
suggesting we might divert the usual entertainment ex- 
penses to Oxfam or the Christmas relief fund, a proposal 
which almost split the committee. The gpectacled member 
suggested as a diplomatic compromise an informal sing- 
song tc finish the evening — after the guest of honour had 
left, of course. 

We adjourned with nothing finalized. We discussed 
neither Blue Nun nor Nuits St George. Youth, I reflected, 
had taught the lesson of concentrating on essentials. 
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Another Look at 'Socio- economic 


Accounting’ 


by KENNETH S. MOST, Ph.D., M.A., LL.B., F.C.A. 


Accountants are becoming used to being warned that if they do not turn their attention to 
something, they are likely to lose status or, even worse, clients. After capital budgeting ` 
came the computer, then mathematical programming and social (or ‘national income’) 

accounting. The latest contender for our sympathy is ‘socio-economic accounting’ implying 

that the accountant is concerned with social problems, defined as those matters of public 
concern about which people are, from time to time, prepared to do something, like ecology, 
or population growth, or mass transportation. The term also suggests that he should occupy 


himself with these matters not solely as an accountant, but also as an economist, that is, 
using the techniques of economic analysis as well as those of accounting analysis: 

In its simplest form, the arguments reduce to the proposal that accountants should 
involve themselves in cost/benefit analysis, a field which has so far been occupied almost 


OCIO-ECONOMIC accounting deserves a closer 

look, if only because no self-respecting accountant 
would wish to turn his back on any work for which his 
education and training have fitted him — least of all if this 
work can be seen to have wide social benefits as its con- 
sequence. Insofar as its advocates are proposing that 
· accounting educators should abandon the assumption 
that the destiny of every accounting student is to become a 
book-keeper for General Motors, or that the objective of a 
General Motors is inevitably to maximize profits (or 
‘satisfice’, which comes to the same thing) then socio- 
economic accounting is a useful concept which can only 
' widen the area of interest of accounting students and 
practitioners. 

If it is being suggested that accountants have not, in 
the past, occupied themselves with social problems, it is 
easy to demonstrate the contrary. The argument that 
accountants should in some way adopt the techniques of 
economic analysis side by side with their own techniques 
of accounting analysis, however, can be shown to emanate 
from a lack of understanding of the nature of economic 
theory and of the very limited field of observations to which 
it can be applied. 


Historical reminder 


It is difficult to ascertain from the accounting texts in use 
that accounting originated not in commerce but in public 
adminstration. Far from being the product of capitalism, 
as Sombart argued, it was, in fact, introduced into the 
public sector long before modern capitalist firms existed. 
'The earliest records indicating the existence of anything 
like systematic book-keeping are those of ancient Greek 
temples, which stem to have performed functions similar 
to those which development banks perform at the present 
time. Lyon and Verhulst have described in detail how 
accounts were used by the Flemish, Norman and French 
royal courts in the task of mobilizing the economies of 
North-west Europe and converting them from a subsistence 


entirely by economists and statisticians. 


to a money economy. The records of the monastic manor 
of Norwich in England have informed us about the use of 
accounts in the management. of the medieval religious 
manors. Even if we restrict ourselves to consideration of 
double-entry accounting, we should be aware that the . 
accounts of Pope Nicholas for the year 1279-80 and the . 
expenditure book of the city of Florence for the year 1303 ` 
are fairly complex examples of simple book-keeping, and 
that the books of the City of Genoa for 1340 display a 
recognizable double-entry structure. 

Consideration of the principal reasons for the vast 
expansion of the field of commercial accounting during 
the last hundred years will.also suggest that the causal 
factors were social rather than commercial. These reasons 
are usually given as first, the great increase in the number of 
bankruptcies which accompanied the expansion of industry 
and trade; secondly, the need to exercise some form of 
social control over the large numbers of corporations which 
were formed during the nineteenth and twentieth centuries; 
and thirdly, the growth of taxation, particularly the per- 
sonal and corporate income taxes. 

It is difficult to ignore the effects of the Great Depression, | 
on the development of the modern profession of account- 
ancy in the USA, particularly with reference to standards 
and techniques of financial reporting. Management . 
accounting is a product of nineteenth century cost account- . 
ing, the origins of which can be traced to the effects of 
blind competitiveness on manufacturing firms, and the 
reactions of business executives and manufacturers’ 
associations to this situation. 

It is instructive to identify the beginnings of cost/ 
benefit analysis in the writings of the Swedish economist 
Knut Wicksell whose life reveals an urgent preoccupation 
with the social problems of his time. In his work on the 
principles of taxation and public expenditure, Wicksell was 
consciously striving to introduce an accounting model into ~ 
economic analysis; in his terminology, ‘cost’ and ‘benefit’ 
(Leistung und Gegenleistung) are analogous to ‘cost’ and 
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‘revenue’ іп the income statement, and the problem is one 
of quantifying benefits in the sense of acts performed in the 
absence of a market price. "This quantification has long 
been a commonplace of accounting, particularly in the 
modern form of standard costs, which are measurements of 
output and not, as is often erroneously assumed, of inputs. 
We may also refer to the considerable contribution of 
accountants in recent years-to the regulation of trusts and 
monopolies, the administration of charitable foundations 
and the improvement of efficiency in all areas of govern- 
ment, and at all levels, as an indication that there is no 
prima facie case for supposing that techniques of accounting 
analysis for purposes of prediction, planning and control 
are somehow inadequate when placed in the context of 
questions of public interest simply because they have been 
used in much larger measure to solve problems arising in 
trade and industry. 


. Limitations of economic analysis 


One of the principal reasons why accountants should 
display caution in attempting to combine accounting tech- 
niques with economic theory is that a number of dis- 
tinguished economists (Boulding and Heilbroner explicitly, 
‘Samuelson, Hicks and Keynes implicitly) have expressed 
doubts about the applicability of neo-classical price theory 
to the problems of the modern industrial state. Noted 
welfare economists such as Baumol, Little and Graaff have 
shown how few propositions can be deduced about welfare 
with the use of the tools of economic analysis, and Musgrave 
has written a distinguished text on public finance which 
prompts the same conclusion. In a recent work, Pryor has 
bemoaned the lack of a positive theory of public expenditure 
and indicated that economists may have to go back to the 
drawing board in order to get one. 

The root causes of this disillusionment can be identified 
as the absence of a realistic image of the modern industrial 
state and of the productive units, or firms, which make up 
the production sector, together with the illicit assumption 
that value flows are capable of being represented as physical 
facts and subjected to marginal analysis using calculus. We 
cannot enter here into a detailed description of the essenti- 
ally Ricardian model of a pre-industrial state which neo- 
classical price theorists utilize, or enumerate the points 
at which tbe treatment of value flows as physical facts 
induces into error; these can be observed in textbooks on 
microeconomics. and macroeconomics, the latter parti- 
cularly in those parts dealing with monetary theory. We may, 
however, draw attention to the effect of these weaknesses 
on value theory, or the theory of capital and income, because 
of the manner in which it is used in cost/benefit studies. 

The model of the firm used by economics has no space 
or time dimension and can therefore be applied only with 
difficulty to the analysis of investments. The difficulty 
has been overcome by assuming that investment can be 
defined as a time period which intervenes between the 
acquisition of factors of production and the receipt of cash 
in payment for the good or service to be produced. Fisher 
made tlie great breakthrough; placing the analysis firmly 
at the consumer pole, he reasoned that the consumer 
demanded psychic satisfactions, that these were acquired 
threugh consumption of services derived from the posses- 
sion of goods, and that the prices paid for the goods 
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couki be used as a surrogate forthe satisfactions, and there- 
fore constituted a measure of ‘income’. 

A consumer has a certain attitude toward expected 
futuze satisfactions as compared with present satisfactions; 
by and large, he enjoys the contemplation of the former 
less than the enjoyment of the latter. This ‘time value of 
monzy’ is observable on the bond and life insurance 
markets, where it is handled by means of present value 
formulae. Since ‘expected future satisfactions’ in this 
modzl do not have any true uncertainty attaching to them, 
it seems reasonable to apply the same formulae to the 
determination of their present value, providing a discount 
rate can be found, and in price theory this comes neatly to 
hand in the form of ‘the rate of interest’, 

Tke problem which arises in applying this theory to the 
real world is that the many assumptions of price theory are 
necessary to support it. "The rate of interest', for example, 
is a purely hypothetical construct; in order to derive it we 
must accept the hedonistic consumer and his profit- 
maximizing producer counterpart, and as if that were not 
enough, assume that all factors of production within the 
econcmy are fully employed. In the absence of these 
assumptions we are left without an interest rate and there- 
fore without a discount rate for our present value calcula- 
tions. 

We may draw attention here to one of the Gepa 
difficulties which arises in the process of working from 
value theory to investment problems because of the weak- 
nesses. mentioned. While the concept of a personal discount 
rate can be understood, defined as the rate at which a 
named individual can be said to prefer present satisfactions: 
to expected future ones, it is hard to conceive of a social 
discount rate, being the rate at which society as a whole 
prefers the present to the future. In the absence of ‘the 
rate o7 interest’ who is to say what this discount shall be, 
and how are we to resolve disputes between politicians and 
their analysts arising out of the different results which 
different discount rates will produce? 


Cost/benefit analysis criticized 


In the absence of a usable conceptual framework, cost/ 
benefit. analysts have adopted a statistical approach to the . 
evaluacion of social investment decisions. This approach 
involves identifying the factors which the analyst concerned 
believes to be relevant to the decision, quantifying those 
factors under the headings of costs and benefits, allocating 
the quantities to discrete periods of time, and converting 
them t» present values by means of one of several discount- 
ing algorithms which are all variants on the basic present 
value formulation. The approach is subject to a number of 
criticisms; the choice of factors may be limited by reference 
to the models of neo-classical price theory, or it may be 
subject to individual bias, and the outcome depends in 
large measure on the discount factor selected. Since the 
majority of the public benefits and social costs with which 
cost/beaefit analysts are concerned extend over long periods 
of time in the future, the results of the analysis are highly 
sensitive to choice of discount factor. 

An interesting example of the difficulties involved is 
provided by the well-documented studies which estimated 
the soc.al benefit of constructing a new underground rail- 


: way lins in London. For many years the engineers of the 
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London Transport Board, together with politicians 
interested in the transportation needs of London’s popula- 
tion, had been proposing an extension to the Victoria 
line of the London underground system, but these schemes 
had inevitably foundered at the stage of financial analysis, 
-on the grounds that they were incapable of earning the 
necessary interest on capital invested. The attention of 
transport economists was attracted to this problem, and 
Foster and Beesley prepared detailed studies which 
showed a positive social return on investment, in the form 
of a positive net present value. Partly as a result of this 


study the line was eventually constructed and put into - 


service. 

Two years later the same authors published a paper 
pointing out a major error in their analysis, namely, that 
they had assumed that the method of financing the con- 
struction would make no difference to the profitability of 
the line. Since some of the finance was to be obtained from 
fare increases, it was now expected that these would have 
serious effects on traffic generally, and reduce the gains 
measured earlier by between 40 and 61 per cent. As the 
earlier paper had predicted that the net present value of the 
investment would equal 54 per cent of the net present value 
of the net benefits, this meant the possibility of a negative 
rate of return. Needless to say, this is not the only defect 
which would be apparent to an accountant in examining 
the detailed cost/benefit analysis on waren the decision 
was based. 

We may compare this situation with one of the more 
successful social initiatives of the post-war period, the 
programme whereby the West German Government 
undertook to make restitution to those who had suffered 
losses under the Nazi régime (Wiedergutmachungsgesetz). 
In preparing for the negotiations which led up to this 
legislation, the first step was to prepare a comprehensive 
inventory of all the property which had been expropriated 
by individuals and branches of the Nazi Government 
between 1933 and 1945, based upon official German 
records of population, taxation, real estate, businesses and 
so on. It is not without significance that the man who set 
up the method of operating was a former corporation lawyer 
with considerable knowledge of accounting. and we may 
point to the initial inventory, a key feature in any accounting 
method of analysis, as one of the more notable omissions 
from cost/benefit studies. 


Accountant's model of the economy 


The accountant conceives of the economy as a closed system 
containing consumers, producers and the rest of the world, 
and does not proceed from any behavioural assumptions 
about these as objects of analysis. If pressed, he would 
classify government as a productive sector rather than a 
part of the consumption sector, as economists hold. This 
system can be imagined as a summation of value flows 
expressed in the form of an account, and all sub-sets or 
parts of the system can be similarly expressed, which 
permits both agfregation and disaggregation to be per- 
formed within a logically consistent framework. 

The account for the firm, or productive unit, is analysed 
conceptually into sub-accounts in accordance with the 
scheme in Diagram x. This flow chart depicts a value ‘flow’ 
(there is no physical value flow, although physical objects 
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may in fact be identifiable with certain stages of the value 
flow, and even be capable of a one-to-one correspondence 
with it), and permits us to define investment as ‘the 
allocation of resources to production’. 

Money investment, which is a consumer phenomenon, is 
the allocation of money to the production of money income. 
This image of reality is superior to the economist’s model 
of the firm in that (1) it separates money from real resources 
(2) it incorporates space and time dimensions, and (3) it 
permits us to manipulate capital and assets as distinct 
phenomena. 

If we define a firm as an organization of resources for the 
purpose of production, and if we assume that government 
exists in order to provide necessary goods and services 
which individuals cannot or will not provide in any other ' 
way, then government (and other non-profit production 
units, such as charities) can be analysed with the aid of 
the same model. The question arises: in what way must 
the accountant's model of the firm be adapted for use in the 
determination of social problems? and we shall attempt 
to answer this question in relation to government on the 
assumption that the government agency is representative 
of the general area of interest. 

It will be observed that the parts of the model which must 
be structured differently from the image shown by the 
chart are the proprietors’ equity section of the ‘investment’ 
column and the entire column headed ‘revenue’. The 
first presents no problem, since accountants have developed 
responses to a variety of analogous situations — sole pro- 
prietors, partnerships, corporations, charitable organiza- 
tions and government agencies, and the main problem 
seems to be one of terminology. If we can identify 
the ‘entity’ or object of accounting in the form of 
an individual or group for whom accounts are to be pre- 
pared, the necessary valuation process can be initiated. It 
should be noted that ‘value’ has no meaning in the absence 
of an image of one or more human beings, and the deter- 
mination of the composition of the group who will. be 
affected by a public policy or ‘social’ decision is an essential 
first step in an accounting approach to socio-economic 
problems. 

The question: what is revenue? is by no means so easy 
to answer. It appears that accountants have assumed that 
taxes, in the case of government agencies, and other forms 
of contribution, in the case of charities and other non- 
profit entities, represent revenues, but this is not the case. 
Just as expenses are a measure of the consumption of. 
values through time, so revenues are a measure of the pro- 
duction of values through time, and it appears as though 
taxes have been used as a surrogate for the evaluation of 
the output of government agencies. This leads to the well- 
documented problems of distinguishing capital from revenue 
in such entities, problems which are usually introduced in 
respect of expenditures but which are just as relevant to the 
revenue side of the accounts. There is no theoretical 
justification for the treatment of taxes as revenues, which 
proceeds from an illicit merger of distinct conceptual frame- 
works, one referring to acquisitions and one referring to 
uses. — 

Just as the entrepreneur must attempt to forecast, by his 
pricing policies, the portion of the national income which 
he expects to pre-empt as a consequence of his production 
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decisions, so the Civil Servant should give consideration to 
the nature of the service he intends to render, what quality 
standards will satisfy the public need, what quantity he will 
produce and what part of the national income this will lay 
claim upon. In practice, government accountants omit a 
vital aspect of this process from their work, and reflect in 
their accounts a predisposition of politicians to look to the 
current national income for a joint answer to two distinct 
questions : 


(1) what amount can be spent on the services in question? 
and 


(2) what part of the community's saving will be invested 
in the means of production? 


Since the result of this confusion is expressed in the form 


of legal regulations, it is not surprising that accountants - 


bave taken refuge in a legalistic approach to the solution of 
the accounting problems of government agencies. 


Conclusion 


It has been suggested that accountants can extend their 
control activities in the socio-economic field, which already 
cover the preparation of accounts for virtually the entire 
range of non-profit undertakings, by applying existing 
techniques with a few important modifications. Of these, 
one which appears to represent a considerable change is 
the identification of a revenue (benefit) function in place 
of the quasi-receipt which is presently used as a surrogate. 
This does not represent a substantially different task than 
is faced by, for example, a major oil company which must 
decide upon the purchase of an Alaskan oil lease or, more 
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modestly, by the manager of an engineering company who 
is deciding on the installation of a new cafeteria for the 
benefit of employees. — 

If this were.done, then the way would be open for an 
accounting approach to social accounting generally, to 
which national income accounting, flow-of-funds account- 
ing, input-output tables and various other statistical 
tabulations are the nearest approximations we have. Such 
a system of accounts for the economy as a whole, which 
is crudely summarized in diagram 2, would permit the 
scientific preparation of Decisions in the area of social 
problem-solving, and would be considerably more effective 
than the cost/benefit analyses which are at present being 
used in the absence of a more general and thorough type 
of accounting analysis. | 

There remains a psychological obstacle of some mag- 
nitude, which arises out of past preoccupations of teachers, 
writers and practitioners with the world of trade and 
industry, and with the corporate form of business organi- 
zation as the principal image of the firm as a productive 
unit. This has created a ‘blind spot’ for the general public 
as well, who are not attuned to the potential usefulness of 
accountants in this area. If this obstacle is to be overcome, 
substantial changes will have to be made in the accounting 
curriculum and in the attitudes of all concerned; perhaps 
the professional accountancy Institutes could be the 
source of initiatives designed to rectify this situation. Since 
public expenditure now amounts to nearly 5o per cent of 
GNP, and the production of services may exceed in mag- 
nitude the production of goods, it cannot be said that 
the proposal is premature. 


Offers in Writing and 


FoR an offer in writing to be effective in preventing an 
employee claiming redundancy pay, it is not essential 
for the offer to be embodied in a single document, provided 
that the document refers to other documents intended to 
form part of the offer, or that the circumstances imply that 
they could be understood as forming part of the offer. This 
is clear from the decision of the High Court (Lord Widgery, 
LCJ, Bridge and Shaw, JJ,) in Ramseyer Motors Ltd v. 
Broadway and Magee (The Times, October 7th), allowing 
an appeal by Ramseyer Motors Ltd against a decision of the 
Industrial Tribunal that Messrs P. C. Broadway and P. J. 
Magee, two forme? employees, were entitled to redundancy 
payments. 

Ramseyer Motors sold their garage business to Vick 
Brothers Ltd in July 1970, and had given notice of dis- 
missal to the men to take effect on August 31st. Before that 
date the two men, Broadway and Magee, entered into new 


Redundancy Pay 


by F. THOMAS POOLE, Barrister 


contracts with Vicks, the purchasers of the business, and 
from September ist were employed by them. 


‘Renewal or re-engagement 

Where there is a change of ownership of a business, section 
13 (2) of the Redundancy Payments Act 1965 provides that 
if an employee is re-engaged under a new contract, section 


- 3 (2) of the Act has effect as if the renewal or re-engagement 


had been a renewal or re-engagement by the previous 
owner. An employee is not to be taken to be dismissed by 
his employer if his contract of employment was renewed, 
or he was re-engaged by the same employer under a new 
contract of employment or, in cases where the terms of the 
contract differ from the previous contract: ‘(b) ... the 
renewal or re-engagement is in pursuance of an offer in 
writing made by his employer before the ending об his 
employment under the previous contract, and takes effect 
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either immediately on the ending of that employment, or 
after an interval of not more than four weeks thereafter’. 

The facts of the present case were that two officers of 
Vicks discussed with the men (Broadway and Magee), on 
August 4th, the essential terms of their proposed contracts. 
According to the officers the terms discussed were recorded 
at the foot of the application forms which were given back 
to the men immediately; but according to the men, the 
forms were returned to them in blank, and they sent them 
back to Vicks the next day. 

At the end of the interview on August 4th, the men were 
handed a document containing particulars of an incentive 
scheme, and before August 27th they were given a booklet 
setting out workshop rules and employee benefits. Then, 
on August 27th, Vicks put on a notice-board where the 
men could see it, a.notice confirming that all present 
employees of Ramseyer Motors who had signed application 
forms had been granted employment on the terms and 
conditions agreed at the individual interviews and in 
accordance with the terms laid down in the booklet (subject 
to one amendment), and that a formal contract would be 
issued in due course. 

Broadway and his fellow-workman Mages applied for a 
redundancy payment, but Ramseyer contended before the 
Industrial Tribunal that the men were not entitled to any 
redundancy pay in view of section 3 (2) of the Act, which 
states that an employee is not to be taken to have been 
dismissed by the employer if his contract of employment is 
renewed in pursuance of an offer in writing made by his 
employer before the termination of his employment under 
the previous contract and takes effect either immediately 
before, or on the ending of that employment, or after an 
interval of not more than four weeks thereafter. 

The Industrial Tribunal decided that a redundancy 
payment was payable to the men as the former owners of 
the business had failed to show that the men were employed 
in pursuance of an offer in writing — the tribunal taking the 
view that there had been a concluded oral agreement 
before any written offer had come into existence. Ramseyer 
successfully appealed to the High Court against this 
decision. 


More than.one document 


It is clear from this case that it is not essential for an offer 
in writing under the Redundancy Payments Act to be 
included in a single document. The notice given to the 
men by the purchasers of the business referred expressly 
to their booklet of rules, but not to the application form. 


The agreement reached at the interviews which the men ` 


had with the purchasers of the business introduced by 
implication a reference to the documents, and the High 
Court took the view that, if the essential terms were 
communicated to the men by the notices on the application 
forms sent to them, it would be wrong to say that no offer 
in writing had been made because there was no reference 
to the terms in the notice. The issue was, therefore, whether 
an offer in writing which has been contained in a number of 
documents was valid. 

The High Court decided that the object of an offer in 
writing, for the purposes of the Act, is clearly to give an 
employee who has been dismissed an opportunity to con- 
sider in documentary form the terms of the new employ- 
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ment, so that he can make a considered choice between 
accepting it or looking for another job and claiming a 
redundancy payment. The Act does not require that such 
an offer must be embodied in a single document, and the 
notice in the present case, displayed for all to see, referred 
expressly to the new employer's book of rules; it did not 
refer expressly to the application form and particulars, or to 
the documents handed over. However, the agreement 
reached at the interviews introduced by implication a 
reference to the documents, and in the words of the Lord ' 
Chief Justice: “One should not be unduly technical and 
legalistic in applying the present legislation.’ 

Similarly, in the earlier case of McCreadie v. Thomson & 
MacIntyre (Pattern Makers) Ltd ([1971] 1 WLR 1193), 
Lord Guest said that section 2 (4) of the Redundancy 
Payments Act should not be read too strictly and that 
‘words of the section must be given their ordinary meaning, 
as understood by those who have to work with it’. Thus it 
can now be said that an offer in writing under section 3 
(2) (b) of the same Act need not be contained in one docu- 
ment, provided that the document refers to other 
documents intended to form part of the offer, or that 
the circumstances imply that they could be understood 
as forming part of the offer. 


Material differences 


It is important to remember that decisions in cases of this 
kind depend very much on their particular facts. Thus in 
Havenhand v. Thomas Black Ltd ([1968] 2 All ER 1068) 
(which concerned the Contracts of Employment Act 1963 
as well as sections 3 (2) and 13 (2) of the Redundancy 
Payments Act 1965), it was held that an offer in writing of 
re-employment under a new contract of employment must 
be such as to indicate clearly any difference between the 
old contract and the new one, if it 1s to satisfy section 3 (2) 
(b) of the Redundancy Payments Act. 

In this case Havenhand, who was employed by Thomas 
Black Ltd, received a circular stating that his employers 
had arranged to sell their business and that the purchasers 
wished him, amongst others, to remain in the employment 
of the business. Subsequently several meetings took place 
between the staff, the employers and the prospective 


‘purchasers. The claimant continued to work in the business 


after its sale and transfer, but later discovered that his 
contract of employment with the purchasers of the business 
differed in important respects from the contract of service 
that he had had with his former employers. He, therefore, 
decided to claim redundancy pay; and successfully con- 
tended before the High Court that, under sections 13 (2) 
and 3 (2) (5) of the 1965 Act, the claim would fail only if he 
had been made an offer in writing to remain in the business, 
and that it was necessary that this offer should indicate 
clearly any differences between the old contract and the 
new one. 

In considering the effect of the circular in this case (the 
only possible ‘offer in writing’), the High Court decided 
that meetings between the parties could not be used to 
expand the circular and that, on the facts of the case, the 
circular was not a sufficient offer in writing. But in 
McCreadie’s case, above, it was decided by the House of 
Lords that an offer in writing to renew a workman’s con- 
tract within the meaning of section 2 (4) of the Redundancy ` 
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Payments Act 1955, might consist merely of a notice posted 
on a workers’ notice-board. It need not be an individual 
document which the workman could take away and study 
by himself. 

In that case, the employers were moving to new premises, 
and posted on the workers’ notice-board a notice stating, 
‘All employees to report for work at our new premises on 
August 4th at 7.45 a.m.’. McCreadie saw the notice, and 
claimed redundancy pay on the grounds that the move 
constituted a dismissal and that the notice did not con- 
stitute an offer in writing under section 2 (4) of the Act. 
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The House of Lords, however, affirmed the decision of the _ 
First Division of ће Scottish Court of Session that the 
requirement of section 2 (4) had been fulfilled. 


Judicial interpretation 

It has been alleged in the past that one cannot say what a 
new Act of Parliament really means until the courts have 
considered it in a few decided cases. Тһе cases on the 
Redundancy Payments Act 1965 clearly indicate a strict. 


‘interpretation of the circumstances in which a redundancy, | 
payment can be claimed by a former employee. 
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Financial Controi for Management 
by G. D. Bonn, E.C.LS. _ 
Butterworth, £4-50. 


Financial Management 
by M. С. WRIGHT, B.COM., А.С.С.А., F.C.LS. _ 
McGraw-Hill, 13:10. 


Books on financial management are not rare, and indeed, com- 
pared with many books offered to the accountancy profession, 
are of recent origin rather than late editions of older works. At 
one time the United Kingdom tended to rely upon the United 
States for much of its literature in the field, but these two books 
are representative of the range now available from local sources. 

Mr Bond's book is a companion volume to Corporate Finance 
for Management, both having their origins in a previous work 
of the same author. It is addressed to managers of corporate 
businesses, and is divided into four parts, i.e., financial account- 
ing, management accounting, remuneration and financial 
incentives, and basic financial policies. 

At the outset Mr Bond appears to plunge into his subject, and 
at a particular point which may not be easily comprehensible to 
all his readers; a somewhat more general chapter might have 
been an easier introduction. Nor does a description of double- 
entry principles and book-keeping methods really merit space 
in a book of this description. The accounting conventions are of 
far greater relevance, and from these the author proceeds to his 
views on balance sheets and other items. With some of the 
points mentioned one can differ from Mr Bond; nevertheless; 
these are mainly questions of emphasis. 


Where Mr Bond is clearly оп home ground is on financial 


analysis, and his chapters on costing and budgetary control are 
well followed by one on work measurement – a point not always 
covered іп a book like this. Pricing policies, credit control and 
insurance are also dealt with, and the book has a first-class index. 

Mr Wright’s book is superficially on the same subject, but 
his approach is different. Starting with a definition of aims, 
its base is the provision of funds and the relationship of financial 
to general management. Return on investment and the manage- 
ment of stocks and debtors, and decisions on long-term invest- 


ment,-lead to a consideration of the use of financial data in 
decision-making. This clearly is a focal chapter and could well 
have been the opening chapter of another book. Mr Wright’s 
clear examples of incremental costs and the use of information 
for decisions are admirable, and his remarks on the concept 
of contribution to overheads rather than allocation of overheads 
are good stuff indeed. So is the chapter on contract investment. . 
Chapters on liquidity and gearing and sources of money are 
followed by capital budgeting. Again, it seems a little late in the 
book to reach cash flow projections when without cash solvency 
no business can succeed. The book ends with chapters on valua- 
tion, and mergers and takeovers. | 

Either of these books must stimulate its readers to greater 
efforts in the field of financial management. The approaches are 
different and there are areas where one is stronger than the other. 
If Mr Wright’s book could be the basis of.a quick course on the 
subject, Mr Bond’s is perhaps more for personal reading and 
goes into greater depth on particular subjects. This is parti- 
cularly true of costing and of the legal background to accounts. · 
On one point, however, we must be agreed: there can scarcely, 
be too much serious literature on the subject of financial control, 
and many of our own profession can learn from an application . 
of these lessons to their own affairs or those of their clients. 


Company Boards 
by BARBARA SHENFIELD. 
PEP/Allen & Unwin, £275. 


The sub-title of this book is “Their responsibilities to share- 
holders, employees and the community’. It is the outcome of a 
three-year study financed from the Social Science Research 
Council, and part of a wider programme into the nature of the 
modern corporation conducted by Political and Economic 
Planning. | 

There has certainly been a need for such a study in view of 
the effects of the increasing size of business undertakings, and 
the divorce between control and management. To an increasing . 
extent these days shareholders are beginning to wonder just 
where they stand in the list of the average board’s priorities and. 
they may be forgiven if they suspect that the board is often 
more concerned with its public image than with its primary · 
task, which is to make profits. 

For anyone wanting to assess the extent to which management 
is now concerned with matters extraneous to profit-making, 
Mrs Shenfield’s book is worth reading. For at least one reader 
the conclusion must be that many boards of directors and: 
management are lost in the no-man’s land between corporate 
paternalism and making money. As Mrs Shenfield rightly 
observes, there are times when an awareness of social re- 
sponsibility vis-d-vis the staff and the consumer is in the interests 
of shareholders.as well. Judgement on the other hand, plays а 
big part, and in these days of vocal and influential pressure 
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groups (not least trade unions) management may be forgiven for 
making, as it undoubtedly does from time to time, wrong 
decisions. 

Mrs Shenfield has produced a most interesting and thoughtful 
study of the modern corporation in the welfare state. 


Problems of Investment 
edited by Sir ROBERT SHONE. 
. Basil Blackwell, £1-75. 


-This slim volume contains five papers delivered at a seminar on 
economic policy, held at the City University in 1970. As well 
as the final paper in the volume, Sir Robert provides an intro- 
ductory essay providing a background to the remaining papers. 
Among the several contributors, Sir Hugh Weeks reflects upon 
the economic background to investment and accepts that 
profitability is a good guide to investment, but social costs need 
to be taken into account in the use of investment incentives. 

Mr Eltis, an Oxford don, considers the effects of taxation upon 
investment and concludes that the effects of profits taxation, 
as far as the quantity of investment is concerned, may be slight. 
On the other hand he is concerned that it may lead to distortion 
in the allocation of resources. The basic point is the extent to 
which businessmen can shift the tax on profits forwards on to 
the consumer. Professor Lawson has a thoughtful contribution, 
with detailed analyses, on accounting in inflationary conditions 

in which he develops a total cash flow budgeting model. 
` МЕ Rybezynski reviews, in the light of his experience in 
merchant banking, the cost and sources of capital, not least in 
the international market. He has some interesting observations 

| оп the experience of equity and bondholders during recent 
years. Sir Robert’s final contribution considers the impact of 
.technical progress on management and rightly focuses attention 
upon the importance of labour costs. 

It is a pity this little book could not have been produced more 
cheaply i in paper, for it is most useful reading for students of 
economics and young accountants. It deserves a wider ‘readership 
than it may well find. 


· Key to Capital Gains Taxation 
edited by Percy Е. Hucues and К. А. TINGLEY, F.C.C.A. 


Key to Corporation Tax | 
edited by Percy Е. Носнеѕ and T. L, A. GRAHAM, Е.С.А. 


. Key to Income Tax and Surtax 
edited by Percy Е. Hucues and J. M. СООРЕЕ, F.c.c.a. 


Finance Act 1971 edition in each instance. 
Taxation Publishing Co, £2:25, £2°25, £1-40 respectively. 
Only at the end of his life did Benjamin Franklin coin his 
aphorism as to the certainty of death and taxes; much earlier, 
he had advised businessmen that time is money. Mounting fee 
notes are an anxiety for clients, but no less for practitioners 
responsible for seeking out the law in the course of advising 
- them, and who may be pardoned for demanding a reliable 
library compact enough to occupy not more than a square foot 
of desk space at current rentals. Therefore, in these days of 
instant products and slow service, it is welcome to discover, in 
the three volumes noted above, a tax law information and source 
retrieval service which combines simplicity with reliability 
proven over many years’ editions. 

The up-to-the-minute quality of these volumes appears 
from the reference to sale and leaseback arrangements which 
have*proliferated of late (page 216 in Capital Gains). This leapt 
to the eye when the reviewer was conducting a check search 
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with the keyword ‘leases’ which revealed fourteen pages of 
text, tables and examples in the Capital Gains Key, comple- 
mented by sections on the terminal provisions of betterment 
levy and short-term gains law. The treatment of premiums on 
leases Zor both recipients and payers occupied no less than half 
that length in the Key to Income Tax and Surtax, with its 
tabulation of business expenses allowable or otherwise. Again, 
the new standards required for close companies are fully 
illustrated in Corporation Tax. 

There are, of course, more substantial volumes on ‘the same 
topics, but the rapidity of change tends to make them obso- 
lescent before the binding is complete; nor is this process much 


_ delayed by the issue of a series of supplements which tend to 


leave tke inquirer ‘all thumbs’. Despite their working format of 
stiff covers and cut-away margins, the three Keys are no less 
substantial in content. Shorn of speculative conjectures, they 
state the law in plain language which echoes the authoritative 
text of statutes (with direct, specific references throughout), 
statutory instruments, decided cases and, perhaps most import- 
ant of all, published Revenue statements as to the practice 
officially recognized. 


Who Owns Whom (Australia and 
Japan International) 1971 


О. W. Eoskill & Co (Reports) Ltd, 14 Great College Street, 
London SW1, £6. 


Now tha: Australia can be considered a major industrial nation . 
based on rich natural resources, and as Japanese investment has 
grown sc much throughout the world, the publishers of the 
Who Owas Whom series have added to their existing successful 
range a new publication covering these two countries. 

The directory gives details of parent, associate and sub- 
sidiary companies, and in the case of Japan also sets out in- 
formatior on US, UK and West German companies operating 
there. A nine-page introduction discusses the very topical 
subject of the increasing influence in the world of both Australia 
and Japar, and Japanese investment in Australia is also covered. 

This first edition is regarded as an experimental one and has 
been prinzed off-set litho in paperback form. If it is a success it 
will be reprinted letterpress, bound hard-backed, and gradually 
be expanced into a Pacific edition to cover also New Zealand, 
Malaysia, Indonesia and Hong Kong.. 


Jaeger's Europa Register 1971 


· Deutscher Adressbuch-Verlag für Wirtschaft und Verkehr 


GmbH, P.O.B. 320, D-61 Darmstadt, Germany, DM o. 


A monumental task has been tackled in the compiling of a 
compendium containing 100,000 sources of supply in the sphere 
of import/2xport. Such a publication is the 15th edition of 
jaeger's Ewropa Register which gives the addresses of industrial 
firms as well as those in the import, export and service trades in 
twenty-six European countries. 

As might be expected, the result is rather a weighty tome but 
it is divided into three easily discernible sections: Section A, 


comprising an alphabetical list of companies arranged country 


by country, with an indication of the product manufactured or 


. the trade cerried on; Section B, dealing with products or ser- 


vices arranged in 5o main groups, with the firms that offer 
them; and section C, entitled ‘Economic expansion’, which is 
also dividec into countries and gives information on existing 
industrial areas, development measures, the economic structure 
of districts, and manpower capacity. 

All explarations and directions for use as well as the headings 
of the classicied trades section are printed in German, English, 
French and 3panish. 
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Butterworth's Tax Handbook ' 
Tenth edition 1971-72 edited by Davin ROBERTS. 
Butterworth, £3-80. | 


The publishers’ note ends with an invitation to readers to make 
suggestions for improving the Handbook in future issues. It 
is a mark of the quality of the book that one reader at least is 
unable to suggest how it possibly could be improved. 

The book confines itself to 1971-72, and is to that extent 
limited in scope. On the other hand, its chief merit is its slimness 
and its ability to be carried about without trouble. Such an 
advantage should not be sacrified. 

In one respect it is not confined to 1971—72 since the pro- 
visions of the Finance Act 1971 dealing with the new method 
of charging tax for 1973—74 are fully set out. It will be a long 
time before practitioners are familiar with the new section 
numbers in the 1970 Act and therefore the publishers have 
thoughtfully retained the table of destinations of provisions 
of the replaced Acts. 

One sees this book appearing more and more in place of the 
former cumbersome loose-leaf volumes published by the 
Stationery Office. It is particularly useful to have the Tax 
Acts set out in a book which remains open at the page selected, 
without having to place a heavy weight on it. 


information for Managers — 
A Practical Approach 

by ALAN WILKINSON. 

Pitman, £1. 


Mr Wilkinson is a manager who has set out to show how 
managers may get information for decision-making in a usable 
form which is not obscured by irrelevant information, and at 
the time it is needed. As he says, many of the books on man- 
agement information are written by consultants, university 
professors and management scientists, and he feels the more 
practical approach is needed. | 

Basically it is a well-written and well-produced book and 
many managers and accountants would find it a useful intro- 
duction to some of the fundamental ideas of systems thinking. 
The opening chapters are very clear, but there are some 
criticisms. 

Fundamental to the systems approach, which the author 
advocates, is the ‘black box’ concept. This describes com- 
ponents in a system in terms of input and output to a ‘black 
box’ which contains a transformation function. The ‘black box’ 
groups together detail, either because we do not choose to 
deal with that detail at the level of analysis or because we are 
unable to penetrate the black box boundary, i.e., we do not 
know the detail. For instance, for some purposes a dog may be 
regarded as an input/output system, which takes in food at one 
end and discharges waste products at the other. For the pur- 
poses of recent legislation related to dogs, this may be a quite 
sufficient analysis. However, if we wish to study the metabolism 
of the dog, then we may consider it as a series of ‘black boxes’, 
such as the mouth, the stomach, etc., and we are then looking 
at sub-systems of the larger system and again in terms of the 
inputs and outputs. 

If systems theory is related to management, the information 
needs of a manager may be restricted to the inputs and outputs 
of those ‘black boxes’ which are under his control. There is 
thus a hierarchy of information needs with a disintegration of that 
information into detail, as we go. down the hierarchy, as in 
responsibility accounting. Mr Wilkinson appears to believe 
that the black box concept is only of value when we cannot 
fully understand the transformation function and, as a result, 
the middle and latter sections of the book appear less than 
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satisfactory. There is a great deal of useful and interesting, 
information in the book, but it would have been much better 
if the implications of the systems approach had been fully 
worked through. 

The problem of the systems approach is the vast number of 
alternative ways in which a system may be described, the 
complexities of even a fairly simple description and, therefore, 
the practical difficulty of settling on a description which, 
whilst reasonably representative of reality, is capable of being 
handled. Had the author more systematically exploited the 
system flow diagram presentation, he might.have communicated 
a very effective conceptual tool. Unfortunately, the reader may 
conclude from this presentation that there is really nothing 
very new about the systems approach. This would be a pity, 
because one shares Mr Wilkinson’s conviction that it can be of 
considerable practical value to managers. i 


Values for Money: The Techniques of 
Cost Benefit Analysis 

by MICHAEL J. Frost. 

Gower Press, £4. 


Interest in the technique and application of cost benefit analysis 
was greatly stimulated by the lively controversy over the Roskill 
Commission’s proposals on the third London airport. This book 
is written by one of the consultants to the Roskill Commission 
and provides a most useful exposition of the approach to the 
problems posed by the siting of the third airport. 

The work is not solely concerned with that topic, however, 
and a particular merit of the book is the inclusion of several 
examples of the application of cost-benefit techniques. Thus, 
each aspect of the technique is well illustrated. The exposition 
is good, the author having had considerable experience in the 
business of explaining to businessmen and industrialists just ` 
what CBA is all about. At the same time, however, he occasion- 
ally allows his enthusiasm for the subject to run ahead of his 
powers of exposition and the reader has to work hard to appre- 
ciate the point. j 

There is an increasing number of works on this subject, 
which will become more and more important not least as the 
public sector grows in economic importance. For the reader 
who wants to know how CBA works, this is an excellent intro- 
duction, though for a relatively short book the price seems some- 
what heavy. 


Every Man's Own Lawyer 
Seventieth edition, by a Barrister-at-Law. 


Every Man's Own Lawyer Publishing Co Ltd, 112 Westbourne 
Grove, London Wa, £5725. 


More than a century has elapsed since this well-known publica- 
tion first appeared, with the object of enabling those ‘who 
consult it to help themselves to the law and thereby to dispense 


.as far as possible with professional assistance and advice’. 


The last decade has seen such a flood of legislation relating to 
criminal law, matrimonial causes, trade descriptions, rents and 
race relations, amongst other topics, that the publishers of this 
work decided to re-write the entire book. 

In consequence the chapter sequence has been re-cast and 
subjects transferred between chapters, and much old and out-of- 
date law has been removed. 'T'he purpose of the latest edition is 
to give the reader a basic understanding of the law to the point 
where he may be able to decide whether or not to take pro- 
fessional advice. Certainly the extended chapters on matrifhony 
and the family, landlord and tenant, and road traffic in particular 
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aré clearly assembled and the main points set out so as to meet 
the author's objective. : 

There is no question that dis is a most useful work of refer- 
ence and would on many occasions clarify the legal issues for 
anyone concerned i ina роса dispute. ; 


· Operational research 
by C. T. Wicxs and G. A. YEWDALL. 
"Рап Piper Management, Series, Pan Books, 45р. 


This paperback is intended to provide the lay reader with some 
grasp of the. philosophy, techniques and the applications of 
operational research. Among the techniques discussed and 
explained are linear programming, transportation techniques, 
sensitivity analysis; stock control systems, simulation and 
dynamic programming. The level of exposition is non-mathe- 
matical and clear. 

. Among the many introductions to this subject, this little book. 
is better than many of the more expensive studies. The average 
· accountancy student will appreciate the discussion of the various 


techniques and their applications within the context of business . 


situations. 
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Problems of Stock Control 


by J. M. SULLY, B.A.(Econ.), A.C.A. 


HE Institute of Cost and Works Accountants is to be 


commended on introducing: quantitative techniques, 


` including operational research, into its Part IV examination. 
One of the items on the syllabus i is stock control. 
One of the problems that the student finds with dus 
subject is that there are no standard symbols, and therefore 
` every book that he reads has different symbols. The same 
problem i is also found with statistics. I propose to deal with 
‘economic order quantity’ which is in the ICWA syllabus, 
and then with the method known as ‘coverage’ which is 
being developed at Онан School of Management. 


Economic Order Quantity 


. То demonstrate’ the concept of economic order quantity 
it is assumed in this example that, when goods are ordered, 
they are delivered immediately. This does not, of course, 
happen in practice, but to deal with that situation is out of 
the scope- of this article. 


~ The theory is based.on the following factors: 


. Y=annual usage of product i in a period usually a year. 
. C==cost of the product. 
I--cost of holding stock, including storage cost, and the cost 


of having money tied up in stock, expressed. as à propor- - 


tion of the stock value. 
. P==cost of placing an order. 
_ Q=re-order quantity. 


B=*buffer stock which is kept to prevent the firm running out 
of stock and is constant. 


‘The total cost of holding stodi and making an order i is 


therefore: 
 онк(а в). 


From this is derived the formula for the optimum re-order 
amount of: зүр 


o= . IC 

This formula can be oraved by’ using calculus or it can 
be shown graphically. The following is an example: 

‘Annual usage 10,000 > items 

Cost £1 

Order cost £5 

Interest charge 10 per cent oror ` 

Economic order quantity, | a 


2X 10; 21900075 
4 “IOXY. · 


= > 1,000 items. 


- that is, ten orders per year. 


This result can be obtained by РИЯ as follows: 


No. ој. Order Quantity Holding . Total 
orders cost ordered | cost ` cost 
£ T ETE UE 

7 35 (3,44 72 му 

8 40 1,250 62 - 102. 
, 9 45 LIII . 56 .. IOX 
IO ` $0 1,000 50. 100 
I1 55 909 ` 46 тог 


Тће total cost curve can also be drawn, showing tbat as 
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total cost nears the minimum, one order extra or less causes 
very little extra cost. For example, in the illustration above, 
eight orders cost {102 апі eleven orders cost £1or. 

There are much more serious problems of using economic 
order quantity techniques. The first problem is that no 
attention is paid to the facilities of the firm in dealing with 
EOQ. The firm may not have storage space to deal with the 
optimum order size; it may not have sufficient staff to cope 
with the optimum orders, either in receiving the order or in 
inspecting it. 

There are further problems involved in obtaining the 
basic data for the formula. Many firms wish that they 
could predict annual usage well in advance. There is great 
difficulty in obtaining the cost of an order. Continuing 
inflation means that the prices of products are rising, 
causing problems with earlier calculations of EOQ The 
stock holding cost, I, is also very difficult to calculate, 
including interest charges which vary and other stock 
holding costs which are difficult to obtain. 

All the same, I think that accountancy students should 
study this subject, because it is an attempt to quantify 
stock ordering policy. With so much of a firm's capital 
tied up in stock, methods must be found safely to reduce 
stock levels. 


Coverage 


I now turn to the ‘coverage’ method which has been 
developed by Cranfield School of Management, and for 
which I am indebted to an article by Basil Standing in the 
Purchasing Journal of March 1971. 

Remembering the problems of economic order quantity, 
we return to the equation: 


_ ЈЕР 
OX IC 
Multiplying each side by the cost of the item: 


2YP 
lC 


ос fee C зас. 


Cx Y = Annual usage value of the item, so that if P and I 
are constant (which should be the case) then: 


Value of order= K4/ Annual usage value 
=KẸ\ a 


where K is a constant. 


QC=C 








There is a problem with regarding K as a constant, 
because larger items will require a larger area of floor 
space and costs of ordering may vary, but this is ignored 
for the present. The formula can be illustrated as follows 
with three items * 


Unit Annual Present Value of 
Item cost usage orders/year usage 
A 0:5 20,000 `> > 6 10,000 
B ro 2,500 . 6 2,500 
C >- обо 1,500 6 goo 
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The values of 4/a are now calculated : 
Item Annual usage A/ Annual usage 
Á . 
А 10;000 100 
B mE 2,500 50 
C goo 30 


The same number of orders per year, i.e., 18, is allocated 
to the values of 4/a for the items in the ratio 100:50:30, 
i.e., 10:5:3, therefore the orders that would be received 
would be 1o: 5:3: 

This means that the capacity to deal with orders would 
not be altered but that a different number of orders would 
be placed for each item. The method of coverage proceeds 
to calculate the optimum order policy, based on keeping 
the number of orders proportional to the previous number : 
of orders. 


The stock holding cost of the original order policy is: 


Value Average 
of | stock 
Item Orders order value 
£ £ 
A 6 1,667 834 
B 6 417 208 
C 6 150 ' 935 


Stock holding cost: 20 per cent of £1,117== £224. 


'To return to the previous example, if we consider 9, 18 
and 27 orders per year and interest 20 per cent: 








Value Average 
of stock 
Item Orders order value 
£ £ 
A 5 2,000 1,000 Total 
B 2 1,000 500 orders 9 
С I 600 300 
Stock holding cost 20 per cent of {£1,800=[360 
A IO 1,000 ^ 500 Total 
B 5 500 250 orders 18 
C 3 300 — 150 
Stock holding cost 20 per cent of £900= £180 
A I5 667 334 Total 
B 7 333 167 orders 27 
C 4i 200 100 
Stock holding cost 20 per cent of £6o01= £120 





Obviously it would not pay to reduce the number of 


' orders to 9 unless there are greater savings in reducing the 


number of orders. 

If the costs of increasing the number of orders from 18 to 
27 are less than бо, then it would pay to increase the 
number of orders. This new method is obviously cheaper: 
than the original method of distributing the 18 orders. ‘This 
method of coverage takes into account all stock items and 
could possibly be done by computer, but any introduction 
of this method into commercial use should be done very ' 
carefully. 

To sum up, there are many problems with the economic 
order quantity basis of stock control, although it is a useful 
way for the student to approach this subject. The method of 
coverage is a very interesting development from this basis. 
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Gartons Sow the Seeds of Recovery 


HE year covered by the 1970-71 accounts of Gartons Ltd, 


the agricultural seedsmen, was, in the words of the chair- ` 


man, ‘a disaster’. The chairman is Mr Peter Darlington and 
he is not lost for a word or two, thus: “The previous year's 
loss far from being the hoped for superficial wound turned into 
a haemorrhage — had it been allowed to continue your company 
. Would have bled to death.’ 

Early in 1971 it became apparent that the hoped-for turn- 
round in trading conditions was unlikély to occur and the 
directors had to choose between closing down and liquidating 
the loss-making divisions or selling them as going concerns. 
A sale proved practical and Agricultural Holdings Company 
bought the name and goodwill of Groplan and John J. Inglis, 
while Gartons undertook to withdraw from producing and 
marketing commercial grades of farm seeds to both merchants 
and farmets. 

Gartons as a result now concentrates on plant breeding and 
development, and the production of breeders’ basic and 
certified seed. The business in relation to general trading in 
agricultural seeds has been sold but the assets formerly as- 
sociated with that business have been retained. 


Plunge 


The chairman admits that in retrospect the decision to continue 
trading in commercial grade seed in a worsening climate is 
seen to have been wrong — ‘the nature of the farm seed trade 
has always been violently cyclical; in this case the bottom of the 
cycle has not been a dip but a plunge’. 
'The opportunity has been taken to reappraise the group's 
-assets and Mr Darlington maintains that 'this has been done 
upon a prudent and realistic basis'. He considers that land and 
buildings have been revalued ‘very cautiously’. 

In line with the policy of conservative valuation, the invest- 
ment in the Gartons Agram fundamental research and plant 
breeding subsidiary has been written down by 25 per cent. 
The book value of this investment, the chairman points out, 
does not represent a ‘goodwill’ item. The investment to date 
has yielded a very good return to Gartons and ‘is likely to give 
even higher returns in the future’. 


The balance sheet valuation is represented by the agencies . 


for foreign breeders and the licences and rights in existing and 
future varieties. ‘It is’, the chairman states, ‘represented by the 
wealth of physical material growing on our plant breeding 
station, which itself is the result of many years of skilled and 
expensive breeding and development work. 


Gartons Agram 


The policy has always been to write off annual costs of research 
and development as an overhead and not to capitalize it. Mr 
Darlington, naturally anxious to inform shareholders fully on 
the Gartons Agram situation since this is now the basic Gartons 
business, emphasizes that, through the success of Agram, 
Gartons is the ‘only British company to have five grasses upon 
the NIAB List of Recommended Varieties’ and the company 
intends ‘to remain the country’s leading breeder of grasses’. 
Almost every worth-while variety of roots currently in com- 
mercial use was bred by Gartons, Mr Darlington points out, and 
he adds that Gartons’ recent introduction of ‘Gerkra’ spring 


barley ‘has been very well received and indications are that it 
wil achieve widespread acceptance very rapidly’. Several 
varieties 07 grasses, roots and cereals are currently in statutory 
performance trials. 

Prospecs for Gartons Agram are considered ‘very exciting’ 
but 'it is impossible to quantify the prospects in anything so 
subject to the laws of nature’, although rewards ‘as and when they 
come, part cularly in relation to royalties, can be very lucrative’. 

On the basis of the existing organization, with an end to 
general secds losses, very much reduced overhead charges and 
known revenue accruing, a small profit i is confidently predicted 
for the cur-ent year. 


Negotiat ons 


After the losses of the past two years even a small profit is · 
welcome, but shareholders, the board appreciates, are entitled 
to expect a period of positive growth. The board ‘has currently 
on hand a number of negotiations, both on a basis of investment 
and of merger, to develop its interests in agricultural and other 
fields’. 

The company is very much associated with its chairman and 
the chairmzn's business. In the detail of directors’ interests, 
Mr Darlington is shown to have 2,900 shares directly in his 
name. But he effectively controls a further 487,850 shares as a 
major sharenolder in C. S. Bishop Ltd. 

Peter Darlington Partners Ltd, in which Mr Darlington is a 
major shareaolder, may at any time not later than June 3oth, 
1972, call or. the company to issue and allot to them not more 
than 300,00c ordinary shares at 221p a share. Under section 16 
of the Comoanies Act 1967, the directors’ report states that 
‘throughout the year the company has contracted on a normal 
commercial basis for the purchase and sale of seeds with Peter 
Darlington Fartners Ltd in which the chairman . . . is a major 
shareholder'. Payments made to Peter Darlington. Partners are 
noted under Note 7 to the accounts. : 


Inchcape Revision 


EVISION of the book value of shareholdings in sub- 
sidiaries 5f Inchcape & Co has added over {11 million 


to the balance sheet figure. ‘In order to reduce the disparity 


between the book value of the company's shareholdings in 
subsidiary companies and their true worth the book value has 
been revised from the £23,735,167 showing in the published 
accounts for the year to March 31st, 1971, to £35,017,038.’ 

The new figure is the amount attributable to Inchcape & 
Co of the bock value of the underlying net tangible assets of 
the subsidiar&s included in the consolidated balance sheet. 
The increase of {11,281,871 has been taken to capital reserve. 

In the directors’ opinion the revised book walue is still below 
the true worta of the shareholdings concerned and if all the 
holdings were realized at their market values the resulting 
surplus over the revised book value would be more than 
sufficient to meet any potential liability to taxation arising from 
realization. 

Inchcape & Co traces its history back to companies set up 
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as trading posts along.the main shipping routes to the East. 
From this start as East India merchants, the Inchcape group 
now operates in some 30 different countries and has substantial 
UK insurance and banking interests. 


B. Paradise 


Au of £224,364 in the year to the end of last May against 
the previous year's profit of £33,836 resulted from the 
effect of fashion changes on the business of B. Paradise, manu- 
facturers and distributors of clothing made from fur, fur fabric, 
sheepskin, suéde and leather. In an interim statement the 
chairman, Mr G. Paradise, referred to difficulties with changes 
in fashion, particularly in the length of coats and the sudden end 
of demand for fur coats. 
The decision was taken, in view of continued credit res- 
.trictions, to reduce stocks. Certain slow-moving items were 
sold off at less than cost. Mr Paradise in his statement with the 
accounts says: "I'he lack of demand for fur coats, which was 


· ACCOUNTANT 


887 


general in this country, has had an adverse effect on the prices of 
raw skins, and especially on the prices of rabbit skins which 
form almost the total of our own fur production. The value of 


' our stocks of these skins has therefore been written down so that 


the total loss to the company of sales at less than cost and the 
writing down of stocks was approximately £200,000’. 

With a high proportion of goods sold to mail order houses, the 
company was adversely affected by the postal strike. Although 
the financial year runs to the end of May, the report and 
accounts do not reach shareholders until December and the 
decision has belatedly been taken to attempt to speed things up. 

The accounting date is to be altered to January 31st, as a more 
favourable time, since, at the end of May, the company is both 
moving into its busiest time of the year with the highest level of 
stocks and also the beginning of the staff holiday season. From 
the end of May the chairman admits the company is ‘unable to 
devote sufficient time to produce the accounts at an earlier date’. 

The present period will run for eight months to January 31st 
next and during the period turnover has increased. The 1970-71 
loss is regarded ‘as of an exceptional nature’. 





GARTONS LIMITED AGRICULTURAL SEEDSMEN 


PROFIT AND LOSS ACCOUNT 
For the year ended 30th June 1971 


Turnover including Exports £5,503 (1970 — £5,183) 
Trading Loss after provision of all expenses and charges – other than stated below 


Other Income 
Dividends and Loan Interest Received 
Investment Grants (proportion Note 4) . 


Other Expenses 
Bank Interest and Other Interest — all Short Term 


Remuneration of Directors (Notes 6 and 7) 
(Total aggregate emoluments £21,107 (1970 — £15,597) 


Management Salaries 

Fees 

Pension Contributions 

Pension to Past Director for management services 


Remuneration of Auditors 

Depreciation (Note 10) 

Hire of Plant 

Plant Breeders’ Rights — amount written off 

Exceptional Charges and Provisions of the Year (Note 7(a)) 


Net Loss for the Year 


'Exceptional Charges and Provisions relating to earlier Years (Note 7(b)) 
Less: Unappropriated Profits brought forward from last year 


The Directors have transferred from General Reserve 


and have declared and paid the following Dividend 
Preference Shares — 74% Gross (Note 11) 


Balance of Loss to be carried forward 


Comparative 
30th June, 1970 






































£ £ £ £ £ 

628,830 661,300 

52,944 10,877 
9 1 

2,386 2,395 2,524 2,535 

50,549 8,342 
13,455 10,977 
16,549 12,000 
1,725 1,650 
1,833 1,017 
700 20,807 700 
923 1,128 
13,610 14,689 
257 350 
6,585 6,600 

5,300 60,937 — 49,111 

111,486 57,453 

14,577 — 

126,063 57,453 

8,110 24,227 

117,953 33,226 

25,000 45.000 

92,953 (Profit) 11,774 

5 3,664 ` 3,664 

£96,617 (Profit) £8,110 


— MÀ = 


.(The Notes on pages [889] form part of this Profit and Loss Account) 
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2 ~ : "NOTES ON THE ANNEXED ACCOUNTS 
| -Year ended 30th une, 1971 | ПН : 


А 


t Capital Reserve | Ы 














Balance at 30th June, 1970 24,181 
` Surplus on revaluation of Freehold i 
and Long Leasehold Property (Note 8(b)) `, > 47,765 
71,946 
Less: Amount written off the cost ‘of Shares in Subsidiary 
Companies retained ' 15,761 
Loss on sale of: 
(a) Plant and equipment 35,257 
(b) Shares in Subsidiary Companies ` 5,427 > 
56,445 
Balance at 30th June, 1971 ` | £15,501 
2 General Reserve 
Balance at 30th June, 1970 £25,000 
Less: Transferred to Profit and Loss Account 25,000 
3 Staff Pension Fund ' 
Balance at 30th June, 1970 £2,893 
Less: Pensions paid in the year 2,530 
Balance at 30th June, 1971 £363 


4 Deferred Revenue Account 


This represents the balance of Investment Grants on Plant and Machinery not 
credited to Profit and Loss Account at 30th June, 1971, pending a final decision by 
the ae of Trade and Industry as to whether any part thereof will fall to be 
refunde 


5 Subsidiary Companies р 

The Company has two wholly-owned Subsidiaries, both registered in England, and 
whose share capital consists of Ordinary Shares only, viz. Brunskill & Farrer (Seeds) 
Limited, which has not craded during the year under review, and Agram Limited 
which is engaged in fundamental plant breeding, research and development of 
agricultural seeds. Agram Limited acts as a department.of Gartons Limited and 
separate trading figures are not maintained. Brunskill and Farrer (Seeds) Limited has 


no tangible assets and Agram Limited has tangible assets of £2,000 represented bya 


loan to the Parent Company. 
In these circumstances Consolidated Accounts to include these two subsidiaries 
have not been prepared, as the Dire.tors consider that their inclusion would be of 


no real value to Members of the Company in view of the а amounts 
involved, 


D 


6 Directors’ Remuneration 


Particulars of Directors! emoluments under Section 6, ве Act, 1967, were:— 
This Year Last Year 








Chairman's emoluments £2,100 £2,100 
Number of other Directors whose S 
emoluments fell within range: А ' 
Up to £2,500 z 20 1 
£2,501 to £5,000 . 4 3 
Emoluments of highest paid Director £3,794 £4,070 
т Exceptional Charges and Provisions ` 
(а) Relating to the Year:— . 
(i) · Proposed compensation for loss of office payable to a former Director — 1,500 
(Н) - Provision for purchase of an annuity for a long-serving employee 3,800 
(b)/ Relating to earlier years:— 
Payments to Peter Darlington Partners Limited:— : 
КО) Deferred claim for advertising expenses now agreed by the Board 9,925 
(ii) ^ Deferred claim for use for aeroplane by the Company 4,652 
£14,577 
а=. 


8 Contingent Liabilities 


{a) At 30th June, 1971, a contingent liability amounting to £4,000 existed under a 
guarantee given by Gartons Limited in respect of the Plant Royalty Bureau. 


(b) No provision has been made in these Accounts for any potential Taxation 
liability which would arise in the event of che surplus of £47,765 В 
being realised оп the sale of the Company's Properties ас Arpley and Little 
Leigh. А 


9 Close Company Provisions 


So far as is known to the Directors, the close company provisions of the Finance 
Act, 1965, do not apply to the Company. 




















. Long Plant 
Freehold -Leasehold and 
10 Fixed Assets Property Property Vehicles Total 
£ £ £ £ 
{a) Gross Value at 30/6/70 15,622 60,848 172,909 ` 249,379 ^ 
Additions at cost s 9643 9,643 
Surplus on revaluation 5,920 41,845 — 47,765 
‘ : 21,542 102,693 182,552 306,787 
Disposals at cost — 1,943 174,263 176,206 
At 30/6/71 £21,542 £100,750 £8,289 £130,581." 
Comprising:— 
As valued on 30/6/71 15,000 100,000 — 115,000 
Cost M 6,542 750 8,289 15,581 
t : £21,542 £100,750 £8,289 £130,581 
(b) Depreciation 
At 30/6/70 | — — 73,497 £73497". 
Charge for Year — — 13,610 13,610 | 
| — — 87,107 . 87,107 | 
. Applicable to disposals — — 81,527 81.527 
At 30/6/71 — ~ £5,580 5,580 
(с) Book Value 30/6/71 £21,542 £100,750 £2,709 £125,001 
(d) Book Value 30/6/70 £15,622 £60,848 £99,412 £175,882 








The Freehold property, comprising the Plant Breeding Grounds at Little Leigh and 
the Long Leasehold Property, comprising the warehouse and land at Arpley, were ` 
revalued as at 30th June, 1971; by Messrs. Herbert Johnson & Son, Chartered Estate 
-Agents and Valuers of Warrington. In both cases the valua.ion was unconditional 
and was made on the basis of existing use, but in the case of the warehouse and 
land аг Arpley, regard was had to the terms of the Lease granted to Agricultural 
Holdings Company Limited, 


D 


11 Dividend paid out of Capital 


In view of the loss incurred by the Company and in the absence of adequate revenue 
reserves the Preference Dividend amounting to £3,664 paid during the year should 
now be regarded as having been paid out of capital. 


` 





AUDITORS REPORT 


to the Members of.Gartons Limited. 


In our opinion the annexed Accounts and the Notes thereon together with the 
information relating to share options given in the Directors’ Report give a true and 
fair view of the state of affairs of the Company at 20th June, 1971, and of the Joss 
for the year ended on that date and comply with the Companies Acts 1948 and 
1967. · 


Blease, Lloyd & Со. 

Chartered Accouptants . 

223 India Buildings 

Water Street 5 : i ; 
Liverpool, 12 ООН ` . ^. 





18th November, 1971 ' 
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City Notes 


ERTAINLY 1971 closed for the Stock Exchange in more 

buoyant mood than seemed likely in the early autumn 

if not in the early part of the year. Early this year the view was 

firmly held that an expansionary Budget would be enough to 

- get the economy moving and that long before the end of the 
year re-expansion would be well and truly under way. 

But by early autumn, after the ‘July measures’ had rein- 
forced an expansionary Budget, there was serious concern 
that the económy was not going to move at all. And now by the 
end of the year it is still more than a little difficult to find con- 
clusive evidence that the economy has in fact moved much 

. beyond the stage of some increase in demand for consumer 
goods. 

Evidence of expansion in capital goods industries is still 
in the nature of signs and portents rather than hard fact. But 
the signs and portents are encouraging and the problem now 
is whether they will develop into facts at a pace quick enough 
to keep abreast of the stock-market's new enthusiasm. 

There must be many new buyers of equities sitting back 
waiting for the boom. They will have to rely on the support of 
still more new buyers for the boom to develop, and new buyers 
'may need evidence before putting their money down. But the 
view of 1972 as a fair equity year is difficult to deny. 


* * * * 


NE of the best summaries of 1972 prospects (mainly 


because it matches the view of the writer of these notes!). 


is in the December 'Letter' of London stockbrokers Fenn & 
Crosthwaite. With the possible exception of South Africa and 
Japan, most world stock-markets. are expected to have ‘an 
outstanding year', with a surge forward in American industry 
.based on the new exchange rate for the dollar and with the 
adjustment of the American economy to the virtual winding 
up of the war in Vietnam having run its course. 

At home, the brokers, in what they title ‘Old Fenn's Almanac 
1972’, see the rate of inflation coming back to a more accept- 


able rate — perhaps 6 per cent — and believe that the next Budget 
will ‘continue the tax reform programme and the Common 
Market legislation will go through. The Government's stock 
will tend to rise as the year goes on and interest rates will remain 
around present levels.' 

In short, the brokers see 'a good year for Britain and America, 
less good for most European countries, except France, and later 
on, some small recovery in Australia’. 

On the share scene, the brokers expect investment trusts with 
substantial dollar holdings to do well; they also expect to see 
some recovery in international mining shares, but suspect that 
British international oil shares will remain out of favour. The 
year 1972 will ‘probably be remembered as a year in which 
industrial shares in general and engineering shares in par- 
ticular came back into favour, although rising profits in these 
sectors may be more evident i in the second half of the year 
than the first’. 


* * ЕЯ * 


NDOUBTEDLY the major achievement of 1971 was the 

international currency realignment negotiated out of the 
action taken by the United States last August. This has marked 
the beginning of a new currency era and could mark the opening 
of a different, rather than new, trade era as well. Between mid- 
August and late December there was ample time for the 
Ministers of many nations to learn, some of them for the first 
time, that nationalism and protectionism are dangerous alter- 
natives to.internationalism and liberality. 

There had to be a fair degree of brinkmanship by the United 
States before the point was realized, but realized it finally was. 
Had the point not been taken there would have been real danger 
of British entry into the European Common Market coinciding 
with international trade division rather than international trade 
co-operation. The UK would have joined an inward-looking 
Europe probably having to cope with the problems of an 
introspective United States. 


RATES AND PRICES 


Closing prices, Tuesday, December 28th, 197r 


Tax Reserve Certificates: (29.9.71) Companies 3396; 
2% surrendered for cash; Personal 34% 


| Bank Rate 
Nov. 18,1967 .. .. 8% Mar. 5, 1970 7396 
, Mar. 21, 1968 7395 April 15,1970 .. sw 7% 
‘Sept. 19, 1968 .. 7%. Арп т, 1971 .. .. 6% 
Feb.27,1969  .. .. 89% Sept. 2, 1971  .. .. 5% 
Finance House Base Rate – December rst, 1971. 5% 
Treasury Bills | 
Oct. 22 .. £45723% Моу. 26 .. £42805% 
Oct. 29 e £4°5610% Dec. 3 .. £42203% 
Моу. 5 . £4 569395 Dec. 10 .. £4315096 
Nov. 12 .. L45480% Dec. 17 .. £4 408995 
Nov. 19 . £4 513596 Dec. 23 . £44712% 
Money Rates 
Day to day 14-44% Bank Bills 
7 days : 34-41% 2 months 4-46 96 
Fine Trade Bills : 3 months 414 1 % 
3 months 5-st% 4 months 475-40 % 
- 4 months 5-517 $ months 41-4895 
6 months 54-52% 


Foreign Exchanges 
New York '2'5475 Frankfurt 83550 
Montreal 2'5500 Milan 1514'50 
Amsterdam 8:3400 Oslo 17'1100 
Brussels 115'17 Paris 13'3175 
Сорепћареп · 18-0600 Ziirich 9'7775 
Gilt-edged 

Consols 4% “а 46xd Funding 64% 85-87  .. oi 
Consols 2195 .. .. -29$ Savings 3% 65—75 935 
Conversion 34% e 41h Treasury 9% 1994 .. 106} 
Conversion 5196 1974 .. 100} Treasury 64% 1976 . ооф 
Conversion 6% 1972 101$ Treasury 34% 77-80 .. 84} 
Funding 34% 99-04 494 Treasury 34% 79-81 .. 84 
Funding 4% 60-90 984 Treasury 5% 86-89 .. 76% 
Funding 52% 78-80 921 Treasury 54% 08-12 .. 69% 
Funding 54% 82-84 891 Treasury 24% .. .. 29% 
Funding 5195 87-91 81% Victory 4% we .. OF 
Funding 6% 1993 814 War Loan 34% .. .. 41$ 
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Letters 





Harmonizing the Rules of Accountancy 


Sir, — The timely article, ‘Accounting requirements in Europe’, 
in your issue of December gth prompts the question as to the 
influence some of the sophisticated developments in the English- 
speaking world in accounting theory and research, which have 
recently taken such a step forward in the British Isles, can have 
on the European Economic Community as a whole. 

Lest what has been achieved be endangered, it seéms reason- 
able to suggest that a special study group should be formed 
between the recognized accountancy bodies in the British Isles 
to recommend what steps are needed to protect existing 
standards and preserve the best from all the EEC countries. It 
may be that this has already been put in train or could better 
. be achieved through the UEC, but harmonization may be a 
delicate and difficult business and we have much to offer as 
well as to accept. 


Yours faithfully, 


London EC4. R. S. WALDRON, F.c.A., F.C.C.A., C.P.A. ` 


Inflation and Accounts 


Sir, – Not content with his ‘take-over bid’ for the research 
facilities of the English Institute (to which I referred at its 
annual meeting, The Accountant, May 13th), Professor Edward 
Stamp has now, seemingly, assumed the role of swashbuckler 
for the ASSC, and is reported to have commented on my 
DOS and article: 


. wild accusations . . . to the effect that the ASSC discussion 
.paper on inflation is “dishonest, devious, ignorant and puerile". 
He has also accused the ASSC of undermining the objectivity 
of the Institute and prejudicing its independence. This kind 
of rubbish can only do damage to the profession and I hope 
that in the future anyone who disagrees with the Institute's 
“new look" will attempt to back up his objections with some 
sensible and logical arguments’. 


I did, at least, attempt to give cogent reasons for my views: 


and perhaps he would care to substitute argument for abuse. 
In particular: 


(1) Is it not dishonest to refer, with approval, to an earlier 


paper without acknowledging that it was based on a false 


ise? 
premise: e 


(2) Is it not devious (in relation to inflation) to muddle 
stocks, enhanced by inflation, with monetary assets, 
thereby decimated? 


(3) Is it not puerile to seek to adduce a new accounting 
principle from the reduction by inflation of the pur- 
chasing power of profits, while ignoring its like effect 
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on pay, pensions, annuities, debts and all other re- 


ceivables? 


(4) Does it not display ignorance of the effects of inflation 
to purport that equity shareholders — whose fixed assets 
and stocks are financed partly from creditors and loan 
capital – do not profit from inflation? 


(5) Is it not true that, after government, the main beneficiary 
of inflation is the equity shareholder? 


(6) Was The Economist wrong in its view that ‘of all of the ele- 
ments of the national income, profits show the quickest 
response to inflation’? 

(7) Was Jim Slater talking ‘rubbish’ at Cambridge in 1970, 
when he referred to the 'super-profit arising from 
inflation’? 

(8) Is not the basic premise of the said ‘new look’ the con- 
cealment of such ‘super-profit’? 


(9) Is it not true that company dividends are subsidized — 
at an annual rate now exceeding {1 billion — from per- 
sonal taxation, including some {£24 million per annum 
from the pockets of the members of the English Institute? 


(10) Is not the primary objective of the ASSC discussion : 
paper tae destruction of Recommendation N 15, in order i 
to facilitate the continuance of such bribery? 


(11) By its pretence that profits are reduced by inflation, does 
` not the ASSC undermine the credibility of the profession? 


(12) By thus tailing behind the CBI, does not the Council 
prejudice the independence of the Institute? 


(13) Would it not be preferable — as indicated in the Exeter 
speech of the Vice-President, The Accountant, December 
gth — for the Council to take a resolute stand against the 
robbery-by-inflation; and to seek to develop accounting 
principles to safeguard against the ‘financial spivvery’ 
to which Kenneth Wright referred? 


I await, with interest, Professor Stamp’s ‘sensible and logical’ 
answers to the above queries. 


Yours faithfully, 


Cheam, Surrey. JACK CLAYTON, F.c.a. 


Patterns for the Profession 


Sir, – ‘Wilfted’ in his letter published in your issue of December 
16th singles out members of The Institute of Chartered 
Accountants in England and Wales as being particularly 
reluctant to accept ‘integration’. 

Is he aware that members of the Scottish Institute voted for . 
and against in almost the same proportions as did England and 
Wales, and that the final vote taken by Scotland was not on the 
merits of the integration scheme? 

Yours faithfully, 


PIP. 


Creditor Must Pay Debtor's Tax 


Sm, – Whilst your issue of December 16th correctly reports 
the substance of Mr Justice Goff’s ruling in CIR v. Ecclestone 
and Another, this case hardly establishes the general proposition 
— as your heading might imply – that a creditor is necessarily 
affixed with liability for payment of his debtor's tax. 

Whilst a receiver in possession under the terms of a secured 
charge has no responsibility to the general body of creditors, it 
is well established that he must pay off any claims of Which 
he has knowledge as ranking in priority to his own debt. It 
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would appear that in the Ecclestone case, either wilfully or in 
ignorance, this was overlooked, and the issue before the Court 
. was simply as between a preferred and an ordinary (even though 
secured) creditor. 

The statutory preference for one year’s assessed taxes com- 
monly brings in the Inland Revenue as a preferred creditor 
for some very large amounts — in many cases, as the only such 
creditor of any significance; but conceivably any other preferred. 
creditor, as e.g., for unpaid wages, could have enforced the 
same remedy against Mr Ecclestone and his receiver. 

Some authorities, incidentally, refer to an extremely rare 
class of ‘pre-preferential’ debts, capable of defeating,even the 
Inland Revenue's preference — including, if such things still 
' exist, the unexpired portion of an articled clerk's premium! 


Yours faithfully, 
MENTOR. 


Morals in Productivity 


Sig, — Consideration of the human aspect in his query does 
great credit to ‘Cost Effective’ (Letters, December 2nd issue). 
He need not, however, have any misgivings on the ‘morals’ 
of his suggestions. His check has to be (i) effective and (ii) 
fair. If his check can serve both these needs even after reducing 
the quantum of check to say 25 per cent (which incidently, 
seems to be sufficient and satisfactory in the circumstances 
cited by him), he can and should do so. 

The salesmen have no inherent ‘moral right’ to commit the 
errors, which after all are totally avoidable by them, or at least 
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minimiza>le with reasonable care. Мог is the employer morally 
bound -o engage expensive audit to correct avoidable errors. 
The fact that overs are refunded shows fair-mindedness. T'he 
proper <hing to do would be to check 25 per cent and rectify 
only the errors actually noted. Multiplying by a factor would not 
be a correct procedure. 


Yours faithfully, 


Calcutta. N. S. VENKATAKRISHNAN. 


Accountants in the Civil Service 


Sm, — Mr Tagg’s most informative letter in your issue of 
Decemt-er gth makes it clear that. some accounting and audit 
work in the Civil Service is undertaken by Civil Servants who are 
~ in the professional sense — unqualified; and one assumes that 
this is accepted by their employing departments. 

Why, then, does the Civil Service Department – bearing 
in mind its freely admitted difficulty in recruiting qualified 
accountants — continue to restrict the field of entry to chartered 
and cer-ciied accountants? 

Perheps Mr Tagg — who appears to draw on experience of 
account.ng and audit work within the Civil Service — would 
care to say whether he sees any reason why the Civil Service 
should пої widen its definition of the term ‘qualified account- 
ant’, wkea recruiting staff. 


Yours faithfully, 


Bristel. EDWIN J. OLDLAND, A.COMM.A., A.T.I.I. 





Taxation 


Case 








Ex parte Niartin 


In the Court of Appeal – November r2th, 1971 


' (Before THe Master oF THE Rois (Lord DeNNING), Lord 
Justice MEGAW and Lord Justice STEPHENSON) н 


-Income tax — Back duty — Leave of single commissioner — Assess- 
ment — Appeal — Fraud or wilful default alleged — Particulars of 
alleged fraud — Objection by taxpayer — Objection dismissed ~ 
Resumption of appeal hearing — Whether ‘no case to answer’ can 
be submitted — Income Tax Act 1952, section 47 — Taxes Manage- 
ment Act 1964, section 6, 


The taxpayer owned a fruit business, and the Resa calcu- 
lated that his profits had been under-returned to the extent of 
£28271 in the period from April 1st, 1941, to March 31st, 1959. 
‘The taxpayer contended that the £28, 271 represented betting 


winnings he had made. The Revenue made assessments back to 
1940—41, and alleged that the loss of that sum to the Crown was 
attributakle to fraud or wilful default by or on behalf of the 
taxpaye-. In order to make the out-of-time assessment the 
Revenue »btained the leave of a single Special Commissioner. 

Durirg the appeal hearing the Special Commissioners asked 
the Crown to formulate the allegations of fraud, and the 
Crown prt in particulars. For the taxpayer it was submitted that 
the par-iculars had not been properly formulated, and the 
Special Commissioners were asked to stop the case because no 
cause of ection had been disclosed. The Special Commissioners 
refused >с stop the case. An application was then made on behalf 
of the taxpayer to the High Court for an order of mandamus 
against the Special Commissioners, but the application was 
dismissed, and the hearing before the Special Commissioners 
was resumed. 

It was then submitted' for the taxpayer that there was no case 
to answer, but the Special Commissioners declined to rule one 
way or the other, and put the taxpayer to his election either | 
to give evidence or not. The taxpayer again applied to the High 
Court fcr mandamus on two grounds: (i) that further particulars 
of the a.leged fraud should be given; (ii) against the refusal of 
the Spezial Commissioners to rule on the ‘no case to answer’ 
point. In the Queen's Bench Division the application was dis- 
missed. 

Held: (1) there was no need to give particulars of fraud at the 
outset cf the appeal hearing, as it was sufficient if the fraud 
appeared from the evidence as it emerged; (2) the submission 
of ‘no case to answer’ was not competent in the hearing of an. 
appeal azainst an assessment to tax. 


December 30th, 1971 
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Student Roundabout 





COMPUTERS AT CROYDON 


Tue Croydon Branch of the London 
CASS met earlier this month for a 
lecture meeting on computers at the 
offices of Computer Managements Group 
(Southern) Ltd. 

The evening started with a lecture on 
the advantages of computer bureau 
. services and computer layout. A tour of 
the premises then followed, with the 
students splitting into smaller groups to 
inspect the computers and other equip- 
ment. ‘Computer made’ coffee was 
served after the tour and more lectures 
and discussions took place. The meeting 
was acclaimed to have been one of the 
best the Branch has held. 

The next meeting of the Branch will 
take the form of a buffet and drinks with 
the Croydon Society of Chartered Ac- 
countants at the Conservative Club on 
January 14th at 7 p.m. Members сап 
drink and eat as much as they like for sop! 
For further information and. details of 
the Branch and its activities contact 
Mick Bray, telephone 01-688 6173. 


WEST WALES MEETINGS 


Miss Gaynor HARRIS, А.С.А., of Donald 
Rich & Co, will conduct the first of the 
West Wales CASS 1972 afternoon lecture 
meetings on January 2oth at the Dragon 
Hotel, Kingsway Circle, Swansea. 
Commencing at 2.30 p.m. sharp, Miss 
Harris will speak first on ‘Branch ac- 
counts' and following a break for tea will 
continue with a talk on ‘Sales variances’. 
Members are reminded that they can 
attend the lectures of the Swansea and 
District Chartered Accountants! Dining 
Society and Study Group. These lec- 
tures, which are also held at the Dragon 
Hotel, commence at 7 p.m. and are fol- 
lowed by the Dining Society dinner at 
8 p.m. The next lecture meeting is also 
on January 20th, when Mr John 





Anderson, M.A., А.С.А., will speak on 
*Current taxation'. 


NOTTINGHAM'S NEW YEAR · 
LECTURES 


Tue Nottingham Society opens its 1972 
activities with a series of lectures on 
January gth, roth and 11th at Nottingham 
University, when Mr John Anderson, M.A., 
А.С.А., will be leading members through 
the vital aspects of the Final Parts I 
and II syllabus. The fee for the course is 
£3°50, which includes lunch and light 
refreshments. Members wishing to at- 
tend should contact Trevor Cooper, 
B.SC.(ECON.), c/o Price Waterhouse & 
Co, 1 King John’s Chambers, Bridle- 
smith Gate, Nottingham Мат 2HE. 


BIRMINGHAM'S FINANCE 
ACT COURSE 


MR Barser’s boost to the economy 
through the medium of taxation and other 
fiscal legislation introduced in the 1971 
Finance Act was dealt with recently at a 
one-day course for members of the 
Birmingham CASS addressed by Mr 
В. C. Ind, B.A., A.C.A. The course 
proved to be highly interesting for the 
80 students who attended. 

The day added to the already favour- 
able evidence that Birmingham’s articled 
clerks are keen to increase their knowl- 
edge through the medium of Society- 
sponsored lectures. 


ALISON CROSER GOES 
TO BIRMINGHAM 


Tuar enthusiastic committee member of 
the London CASS, 22-year-old Alison 
Croser, A.C.A., bids farewell to London 
when, on January 3rd, she joins the 
Birmingham office of Cooper Brothers. 
Co-opted to the London committee 
18 months ago from the Society's Reading 
Branch, she promptly took an active 


JOHN FOORD & COMPANY 


137 VICTORIA STREET, LONDON SW1 


Telephone 01-834 2002 (4 lines) 


part in much of the Society's work and 
will be particularly remembered for the 
many hours she devoted as chairman of 
the library subcommittee which she 
took over from John Underhill, B.A., 
about a year ago. Since then, Alison 
Croser not only continued to further 
the facilities which John Underhill had 
implemented, but also introduced the 
second-hand book scheme and strength- 
ened many weaknesses in the library 
system. In addition, as a member of the 
public relations committee, she played 
a large part in the arrangements for the 
summer ball. 

Articled to Mr Е. №. Caine, F.C.A., 
a partner in Lord, Foster & Co, of. 
London, she has been with the firm for 
the past 44 years and was successful 
in the May examinations. She enjoys 
motoring — very fast! — as well as playing 
tennis and squash. 

This write-up would not be complete 
without a grateful 'thank-you' from 
*Roundabout' for the very many journeys 
she undertook to distribute copies of 
The Accountant during the postal strike 
earlier this year. 


HUDDERSFIELD'S NEW 
SECRETARY 


Davin Сооке has been appointed acting | 
secretary of Huddersfield CASS follow- 
ing the departure of David Humphreys 
to Italy. Forthwith, any correspondence 
to the Society should be sent to David 
Cooke at 106 Birkby Hall Road, Hudders- 
field. Telephone Huddersfield 26928. 


FULL-TIME NINE- MONTH 
COURSES 


Harris College, Preston, has been in- 
vited to provide a full-time nine-months' 
course for articled clerks during the 
session 1972-73. The first course will 
commence in September 1972. 





REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Notes 
and 
. Notices 


THE ACCOUNTANT 
Index to Vol. 165 
‘July to December 1971 


· The general index to this volume — 


July to December 1971, Vol. 165 — will 


"be published with the issue dated 
: January 6th, 1972 


The parts of the volume should 


- therefore not be sent for binding until 


> thé index has been added. 


PROFESSIONAL NOTICES 


" Batt, BAKER, Deep & Co and BOLTON, 


:.are amalgamating their practices. 


PrrT & ВкЕрЕМ, having been closely 
: associated for many years, announce that 


with effect from January 1st, 1972, they 
"Mr 
Brian MaLcorLM HALL, A.C.A., and Mr 
GEORGE STANHOPE PITT, jun. A.C.A., 
will join the present partners in BALL, 
Baxer, Deep & Co in the new firm which 
will .carry on the combined practice 
under the name of BALL, BAKER, DEED 
& Co (incorporating BOLTON, Рітт & 
BREDEN), at. 55-61 “Moorgate, London 
ЕС2. 


.  Borrow, Prrr & BREDEN and BALL,- 
: ВАКЕВ, Deep & Co, having been cosely 


associated for many years, announce.that 
with effect from January 1st, 1972, they 
are amalgamating their practices. Mr 
B. M. Haut, A.C.A., and Mr С. S. PITT, 
jun., A.C.A., will join the present partners 
іп BALL, Baker, DEED & Co, in the new 
firm which will carry on the combined 


. practices. under the name of BALL, 


Bager. Dxrp & Со (incorporating 
Botton, Pitt & BREDEN) at 55-61 
Moorgate, London ЕС2. Mr A. С. І. 
PUCKLE, M.A., F.C.A., who has been a 
partner in Botton, Pirr & BREDEN for 
some 40 years, will retire on December 
31st, 1971, but the continuing partners 
anndunce that both Mr PUCKLE and Mr 


G. 5. PITT, sen., will join the new firm. 






ЈЕСА., Mr J. К. Н. GODKIN, F.C.A., 
_Р..]. COONEY; Е:С.А:, 
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as consultants. Mr B. A. S. Soorz, | 


F.CA, and Mr P. С. HINE, Е.С.А., 
partners in BOLTON, PITT- & BREDEN’s 
associated firm SooLe & Co, will not 
be joining the new firm but the current 
close working relationship will continue. 

Evans, Rankin’ & Co, Chartered 
Accountants, announce that Mr ANTHONY 
MEESON, F.C.A., joins them as a partner 
on January 156, 1972. 


HERBERT Соркм & Co, Chartered 


Accountants, of 53 Baxter Gate, Lough- 
borough and Prospect House, 94. Regent 
Road, Leicester, announce that on 
‘November 186, 1971, they entered into 


-association with ARMITAGE & NORTON, 


Chartered Accountants. Mr W. MURPHY, 
Mr 
‘and Mr D. N. 
MURPHY, A.C.A., will continue as resident 
partners and the firm will continue to 
practise from its present addresses. 

Hays, Akers & Hays, Chartered 
Accountants, of 30 Cursitor Street, 
London EC4A ІМА, announce the 
admission to the partnership as from 
January rst, 1972, of Mr A. M. GAYLER, 
A.C.A., who has been a member of the 
staff for a number of years. 


Носс, Вошлмоке, Gunpry & Co, 


Chartered Accountants, of City Gate: 


House, Finsbury Square, London EC2, 
announce that Mr SAMUEL ROLLESTON 
HoGG, р.5.0., M.C., Е.С.А., a founder 
of е Ето, will retire as a partner on 
December 31st, 1971, after 66 years’ 
service to. the profession in the City of 
London. Mr Носс has agreed to remain 
as a consultant to the firm. 

Harotp 5мтн & Son, Chartered 
Accountants, of. Rhyl and Prestatyn, 
announce that they have admitted into 
partnership as from December 1st, 1971, 


-Mr James BERNARD LEIGH, A.C.A., who 


has been. a member of their staff. for a 
number of years. 

THORNTON Baker & Co, Chartered 
Accountants, announce the retirement 
from practice of Messrs N. D. Еркје, 
B.A., F.CA. (Bedford) and T.. С. 


RIMINGTON, F.C.A. (Leicester), on Decem- 
ber 318, 1971. 


APPOINTMENTS 


Mr C. Н. Bridger, r.c, has been 
appointed financial director of Power-Gas. 


Mr J. №. W. Clemes, F.c.a., at present 


chief accountant of Allied Breweries, is - 
` to become finance controller on January 
ist. Mr К. P. Jackson, Е.С.А., A.C.W.A.,. 
chief accountant of Showerings, Vine ' 


Products & Whiteways, is to succeed 
Mr Clemes as chief accountant of Allied 


Breweries on the same date. Mr E. J. - 


Webb, F.c.w.a., finance controller of 
Showerings, Vine Products & Whiteways, 


December 30th, 1971. - 
is to becorne additionally divisional chief 
accountant of that company. 

Mr С. L. Dick, c.a., has been ap- 
pointed secretary of the Rose & Co group. 


Mr Harry Hill, r.c.c.a., F.C.LS., has 
been appointed financial director, Pro- - 
ducts Division of the- Beecham Group 
from January ist, 1972. He is a member | 
of Council of The Association of Certified 
Accountants, | 


Mr M. C. A. Holt, r.c.a., ‘has "Bees 


elected’ to the board of The Fairey 
Company as financial director. 





Mr R. Lowsley 


Mr M. C. A. Holt - 


Mr R. Lowsley, A.C.W.A., has joined 
Everest ` Refrigeration Co as financial. 
iud 


Mr P. J. Made, -F.c.a., has been 
appointed director of finance of pria 
& Trecker. _ Е 


Mr С. T. Moxey; A.C.C.A., AC WA. 
has become chief accountant of Wellman 
Gas Engineering. 


Mr B. E. Smith, F.c.a., has been, 
appointed a director of Brown Brothers, 
and Mr P. E. Rogers, A.C.A., has been 
appointed assistant managing director of 
Albany Tyre Service. Both appointments 
take effect from January rst. 


BRITISH SYSTEM OF 
TAXATION 


A revised edition of the Central Office 
of Information reference booklet The 
British System of Taxation has been 
published by НМ Stationery Office, 
price 47р (by post 513p). 

The booklet gives a comprehensive 
account of the taxes levied by central 
and local government in Britain. It deals 
with taxes on income, on companies, on 
capital and on expenditure, and the rating 
system is also described. 

The final chapter sets out the Govern- 
ment’s proposals for changes in the tax 
system, which have been described as the 
most comprehensive plan for taxation | 
reform introduced in Britain this century. 
Appendices give income tax rates and 
allowances from 1930 to 1971-72, а. 
description of the. PAYE system, rates ' 
of estate duty and a note on the Northern 


Ireland financial system. There is also a 


reading list. 


‘ . 
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CROYDON SOCIETY'S 
MEETING | 


The Industrial Relations Act and the 
Code of Industrial Practice would, in 
‘ime, persuade employers and trade 
inions to make agreements and reduce 
:he amount of unofficial industrial action 
which had increased considerably during 
the past few years, stated Mr J. B. Knott, 
regional director of the Economic League, 
in a recent address to the Croydon 
Society of Chartered Accountants. Mr 
Knott said that the unions would be 
forced to register under the Act to take 
advantage of the many benefits accruing 
:o them. 

The Society's next meeting will take 
the form of a ‘Brains Trust’ with local 
nspectors of taxes, and will be held on 
Monday, January roth, at 7.30 p.m., 
it the Greyhound Hotel, Croydon. 


-INTERNAL AUDITORS’ WEST 
EUROPEAN CONFERENCE 


The 1972 West European Conference of 
che Institute of Internal Auditors will be 
sponsored by the North Western England 
Chapter and held at the Old England 
dotel, Windermere, from April xath- 
tsth. Proposed arrangements are that 
articipants will assemble on the evening 
M April rzth, carry out conference 
business on April 13th and r4th, and 
ttend a banquet on the latter evening. 
After breakfast on the morning of April 
sth, the delegates may either depart, 
r take the opportunity of extending their 
itay in the Lake District. 

| Further details of the conference will 
»e announced in due course. 





LIVERPOOL SOCIETY OF 
CHARTERED ACCOUNTANTS 


г J. A. Colvin, F.c.a., is resigning as 

onorary secretary of The Liverpool 
ociety of Chartered Accountants on 
ecember 31st, and will be succeeded 
МЕ. D. M. Lowry, F.C.A. Corres- 
ondence to Mr Lowry should be sent 
the Society's office at 5 Fenwick 
treet, Liverpool L2 oNZ. 

















THAMES VALLEY MEETINGS 


axation is the predominant subject of 
nterest in the January programme of 
vents of the Thames Valley Society of 
chartered Accountants, according to 
Phartam, the newsletter of the Society. 
Ithough the management study group 
as still to announce details of their 
eeting on Jan@ary roth, Mr Jack 
yatt, Е.С.А., will address the taxation 
udy group on ‘Alimony and main- 
nance payments etc.’ at 6.45 for 7 p.m. 
January rath at the Great Western 
otel, Reading, and Mr D. Harper, 
nior lecturer in taxation, Slough College 
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of Technology, is speaking in the library 
of High Duty Alloys Ltd, 89 Bucking- 
ham Avenue, Slough, to the Slough 
Group on ‘How to use capital allowances’, 
on January 25th. On the same evening 
at 6 for 6.30 p.m., Mr W. O. Reid, HM 
Inspector of Taxes, Oxford 1, will 
discuss ‘Appeals and Commissioners’ 
Meetings’ at the Royal Oak, Oxford, 
when all members of the Society will be 
welcome. 

In addition to the above activities, 
members in the Slough area have been 
invited to attend the monthly meetings 
of the Thames Valley Life and Pensions 
Society at the Dolphin Hotel, Slough, 
and one item at least which should be of 
interest is an address by Mr C. G. 
Myers, F.LA., F.F.A. on ‘Estate duty 
mitigation’. This will be on January 5th, 
starting at 6 p.m. 

Full details of activities of the Thames 
Valley Society of Chartered Accountants 
and its. local and specialist groups may 
be obtained from Mr G. A. Paine, 
F.c.A., Wenn Townsend & Co, зо St 
Giles, Oxford. 


CERTIFIED ACCOUNTANTS 
LODGE 


The installation meeting of the Certified 
Accountants Lodge was held earlier this 
month at Colonial House, Mincing Lane, 
London EC3. 

The Worshipful Master, W. Bro. A. W. 
Nelson, installed his successor, W. Bro. 
J. K. Shaw, who appointed the following 
officers for 1971-72: 

W. Bro. Е. А. Gommer, S.W.; Bro. A. J. 
Payne, J.W.; W. Bro. J. P. Shaw, p.p.s.c.p. 
(Herts), Chaplain; W. Bro. G. L. Barker, 
P.P.A.G.D.C. (Yorkshire, N. and E. Ridings), 
Treasurer; W. Bro. C. R. M. Davidson, 
P.P.A.G.D.C. (Kent), Secretary; W. Bro. John Р. 
Landau, р.с.ѕт.в., D.C.; Bro. І. J. Williams, 
S.D.; Bro. J. Kennedy, 7.D.; W. Bro. К. G. L. 
Jobson, 4.D.C.; W. Bro. K. H. Bickmore, 
Almoner; Bro. К. E. Petty, I.G.; Bro. D. C. 
Setchell, Steward; Bro. A. J. Murray, 
Steward; Bro. C. A. Floodgate, Steward; Bro. 
N. E. Dore, Steward; Bro. R. R. G. North, 
Steward; Bro. R. P. Crout, Steward; W. Bro. 
A. J. Courtney, L.G.R., Tyler. 

The address of the Secretary of the 
Lodge Mr C. R. M. Davidson, is 
‘Minterne’, 8 The Chenies, Petts Wood, 
Kent. 


WALBROOK TAX 
DISCUSSION GROUP 
Mr R. A. Plummer, of Slater Walker 
Securities, will be speaking to the 
Walbrook Tax Discussion Group on 
"Tax avoidance for individuals’, at 6 


p.m. on January 11th, at Chartered 
Accountants’ Hall (Committee Room, 
No. 


3). 
Full details of all oe meetings may 
be obtained from Mr P. J. Hawker, 
Р.С.А., Saffery, Sons & Co, 16 St Martin's 
le Grand, London EC1. 
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BARBICAN TAX GROUP 


The next meeting of the Barbican Tax 
Group of the London and District 
Society of Chartered Accountants will 
take place on Thursday, January 6th, 
from 6 p.m., in Committee Room 1 at 
Chartered Accountants’ Hall (Copthall 
Avenue entrance). Beer and sandwiches 
will be available. ` 

The subject will be ‘Artificial trans- 
actions in land (section 488, Income and 
Corporation Taxes Act 1970)’, introduced 
by Mr T. A. C. Fletcher, Е.С.А. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The third of the session’s monthly 
meetings for Bible reading and prayer, 
to be held at 1 p.m. on Monday next,” 
January 3rd, will discuss ‘Thus saith the 
Lord’ — to friends, as proclaimed by Amos 
in Chapter 2, verses 4 to 16 of his prophecy. 

The City meeting will be at the Church 
of St Peter-upon-Cornhill, EC3 (entrance 
in Cornhill, near Gracechurch Street) 
and will be led by Mr John Brooks. 
Coffee and sandwiches will be available 
(charge 25p) during the meeting. 

The parallel meeting in the West 
End has been arranged for the same time 
at the Vicarage of Christ Church, 21 
Down Street, London Wr (near Green 
Park Station), and will be led by Mr. 
R. J. Carter. Coffee will be provided. 


IN PARLIAMENT 
Companies Acts 


Mr CARTER asked the Secretary of State for 
Trade and Industry if he is satisfied with 
the effectiveness of the present Companies 
Acts; and if he will make a statement. 
Mr RipLEY: A review of companies 
legislation is now in progress. 
Hansard, December 13th, 1971. Writ- 


ten answers, col. 12. 


Insurance Companies 


Mr CanrER asked the Secretary of State 
for Trade and Industry what steps he 
takes to verify the accuracy of audited 
accounts of motor insurance companies. 

Mr RipLEv: The annual returns are 
carefully scrutinized, and inquiries are 
addressed to the companies concerned 
on doubtful points. 

Mr CARTER asked the Secretary of 
State for Trade and Industry if he re- 
quires from insurance companies annual 
audited. accounts; and how many com- 
panies at the present time are not 
complying with this obligation. 

Mr RipLEY: Yes; I am at present in 
touch with 20 companies which have not 
deposited accounts within the time 
allowed. 

Hansard, December 13th, 1971. Writ- 
ten answers, col. 12. 
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‘Rolls-Royce Ltd 


Mr WALTER JOHNSON asked the Secretary 
of State for Trade and Industry if he is 
‘now іб a position to make a statement 
regarding workers’ shares in the old 
Rolls-Royce Company. 
_ Mr Corre: I hope to make a state- 
ment early in the new year. 
-Hansard, December 13th, 1971. Writ- 
ten answers, col. 13. 


National Savings Bank 


Captain W. ELLIOT asked the Chancellor 
_ of the Exchequer if he will take steps to 
remove the requirement of at least £50 
: in an ordinary department account before 
. it is possible to open a National Savings 
Bank investment account. 
- Mr Terence HicGINs: As usual, my 
right hon. friend will be reviewing the 
terms of National Savings before the 
next Budget. 
~ Captain Еіллот: Is my hon. friend 
. aware that a constituent of mine wished 
to invest £6,000 in a National Savings 
Bank investment account and was told 
that he could not do so unless he had £50 
in an ordinary department account? His 
rather natural reaction was not to invest 
anything. Could not my hon. friend try 
‘to introduce some flexibility into these 
arrangements in order to encourage 
National Savings? 

Mr Нлостма: My hon. friend may 
recall that both he and I served on a 
standing committee concerning trustee 

_ savings banks in 1967, when this issue 
was debated in the context of the trustee 
savings banks. There are arguments both 


- ways, but I will ensure that my right hon. 


friend takes into account the kind of case 
which my hon. friend has raised. 

Hansard, December 14th, 1971. Oral 
answers, col. 233. 


Building Societies: Interest Rates 


Mr Carrer asked the Chancellor of the 
Exchequer if he will introduce legislation 
to ensure that increases and decreases 
` in interest rates charged by building 
societies are introduced at set intervals 
in relation to Bank Rate. 

Mr Hicoiws: No, Sir. . 

Mr Carter: Does not the Minister 
agree that it is an intolerable situation 
which allows building societies to increase 
mortgage repayments when Bank Rate is 
increased but not to move with the same 
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` rapidity concerning mortgage repayments 


when Bank Rate is reduced? Is it not time 
that the building societies or, if not the 
societies, the Government tok action to 
remedy this entirely unjustified situation. 

Mr HicaGiNs: We have discussed this 
matter at Question Time оп a number of 
occasions. I maintain the pcsition which 


COURSES AND 


Financial Control 


A ‘smaller companies’ division of Man- 
agement Studies Centre has been estab- 
lished to provide detailed practical 
knowledge of assistance to small and 
medium-sized companies в realizing 
their potential in profits, s-ability and 
growth, and the new divison will be 
holding a series of three-day courses on 
*Financial control in the smaller company' 
at the Café Royal, London, in January, 
February and March. ‘Finance, profit- 
ability and return on inves:ment’ will 
be dealt with from January 18th-2oth; 
‘Costing, pricing and recording? from 
February 15th-17th, and ‘Planning and 
control techniques’ from March 14th- 
16th. 

Course lecturers throughou: the series 
are Mr D. Garbutt, MEL, A.C.LS., 
A.C.W.A., A.M.B.I.M., senior lecturer, Cran- 
field School of Management, and Mr A. 
Berry, F.C.A., diréctor and general man- 
ager, Aynsley Trust. 

Fee for the complete series .s £180, or 
£65 for a three-day course; these fees 
cover tuition, course notes, со ее, lunch 
and tea each day, but not residential 
accommodation. Applications to attend 
should be made to the Programme Con- 
troller, Management Studies Centre, 14 
Queen Victoria Street, London EC4N 
48Ү. 


Property 


The 1972 Commercial Property Seminar 
sponsored by Investment and. Property 
Studies is being held at the London 
Hilton on January 11th and rath. 
Chairman of the ten sessiors will be 
Mr Gordon Dashwood, M.A., F.R.I.C.S., 
director, Metropolitan Estate & Property 
Corporation, and the first session on 
January 11th will be addressed by Mr 
D. J. N. Tschaikowsky, F.c.a, adviser 
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I have maintained previously, namely, 
that this is a matter for the building 
societies. The connection between Bank 
Rate and the rates which building societies 


. both ‘pay and charge is rather. more 


tenuous than the hon. gentleman suggests. 
Hansard, December 14th, 197i. Oral 
answers, col. 234. 


CONFERENCES 


to the Austin Reed Group, on ‘Sale and. 
leaseback: an appraisal in the light òf- 
forthcoming tax legislation’. Other. 
speakers will include Mr Peter Whiteman, 
LL.B., LL.M., barrister-at-law, on ‘Certain 
tax considerations for property companies’ 
- some observations on corporate taxi 
reform, value added tax, and section 32 
of the Finance Act 1969’; Sir Desmond 
Heap, LL.M., P.P.R.T.1., Vice-President 
of the Law Society, on “The significance 
of new controls in town planning’, and’ 
Mr Philip Shelbourne, deputy-chairman,: 
Star (Great Britain) Holdings, on "Take- 
overs and mergers; the optimization of 
both parties’ interest’. | 
Fee for the seminar is £45, inclusive of 
cocktails, lunch, refreshments and docu- 
mentation. Applications to attend should 
be made to Investment & Property; 
Studies, 1-9 Hills Place, London Wr. 


Computer Effectiveness 


Included in the programme of courses 
to be held by Brandon Applied Systems 
at the Eccleston Hotel, London, in 
January, are two on computer control! 
and effectiveness. A one-day course on: 
January 12th, entitled ‘How to improve’ 
the cost effectiveness of computer appli- 
cations’ should familiarize senior execu- 
tives with the principles and methods of 
how to evaluate computer applications sq 
as to make them effective. A longei 
course from January 26th-28th on ‘Com 
puter operations management am 
control’. will present a comprehensive 
range of concepts and techniques neces- 
sary to schedule and control systems and 
programming projects. 

Fees for the courses wil! be £28 and 
£65 respectively, and applications td 
attend should be made to Вгапдог 
Applied Systems Ltd, Brandon House, 
8o Blackfriars Road, London ЗЕТ. 


















